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Standardization of State and Municipal Accounting. 


By Morean L. Cootey, C. P. A. 


While it may appear to those who have not made a special 
study of governmental accounting generally, that comparatively 
few states and cities exhibit aggressive interest in the subject of 
improved methods of accounting, to the student of economy it 
is evident that the general trend toward betterment is fully as 
pronounced as is the movement toward better and more efficient 
methods of accounting for manufacturing and commercial cor- 
porations. 

Municipal, state and national governments alike show a dis- 
tinct desire for better methods of accounting for and reporting 
upon fiscal transactions, and the current condition of this agitation 
presents some interesting features, not the least of which are the 
diversity of ideas obtaining in accounting matters, and the varia- 
tion in opinions as to the best manner of procedure for the 
attainment of satisfactory results. 

While it is true that important action has been taken in the 
direction of securing uniform methods of accounting for munici- 
palities, practically the only crystallization of effort in that respect 
has been the preparation of uniform schedules of accounts, and 
their adoption by a few cities; standardization of state account- 
ing having as yet received little or no consideration. 

It is possible today to take the annual reports of a number of 
the larger cities of the country, which have adopted uniform 
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schedules of accounts similar to those used by the U. S. Bureau of 
the Census, and to make some limited comparative deductions 
which may be of use to a student of statistics, or to municipal 
administrative officers. 

As a matter of fact, however, the general advantages to be 
derived from the use of uniform schedules, unaccompanied by 
further information, are, in a very great degree, to be yet estab- 
lished. The schedules as a general proposition, subject to some 
modification in particular cases, are suitable and adequate for 
municipal work, but a great deal of their intended value is lost in 
consequence of the lack of uniform care and attention in methods 
of supervision and verification of expenditure, and allocation of 
charges and credits ; and as a result of the lack of treatment of the 
variation in the underlying conditions present in any two cities 
between which comparisons may be attempted. 

In order that the schedules may serve the purposes intended, 
some of the first requirements are: the adherence, by all munici- 
palities, to a fixed and uniform plan of allocating charges to classi- 
fied expense accounts, and charges to special accounts which are 
in the nature of capital, such as property purchases or new con- 
struction ; and to a thorough and uniform system of supervision. 

Necessary features of their intelligent use are the reduction of 
all expenses to comparative costs per capita and per service-unit. 
The latter may easily be arrived at in the case of tax collections, 
street and sewer work, and in fact in practically all municipal 
expenses, and should be shown in fiscal reports. 

To make the consideration of comparisons between cities of 
any value, it is also necessary to investigate and understand the 
conditions obtaining in each. For example, the cost per capita 
and per service-unit of maintaining streets, sewers, water systems, 
police departments, etc., varies between compact cities of small 
radii and cities of equal population covering larger territory; and 
conversely, between cities of equal area but of unequal population. 

Many other considerations arise which affect comparison, and 
it is consequently dangerous for the advocate of uniform 
schedules, however good his intentions, to “ hitch his chariot ” to 
them alone. Be they never so uniform, as an unsupported and 
unexplained distribution, they cannot be considered a universal 
panacea for municipal accounting ills, nor a safe and adequate 
basis of comparison of results obtained by different cities. 
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They can, however, under proper circumstances become of 
great value to administrative officials, and they should constitute 
for this purpose merely an integral part of a thorough and far- 
reaching system of accounting, uniform for all departments, as far 
as possible, with subsidiary books controlled and coordinated by 
means of a suitable system of general accounts in a central office. 

Isolated cases of large and important items of municipal 
“graft” are disclosed and investigated from time to time, but 
usually their discovery is more from accident than from the effi- 
ciency of the accounting methods. It is apparently a fair supposi- 
tion that the cost to municipalities from loss and waste arising 
from negligence or ignorance in methods of supervision and 
accounting, providing opportunities both for wastes from which 
no one benefits, and for countless petty losses by theft and other- 
wise, would, if ascertained and computed, form a staggering total. 
Railroads and manufacturing corporations have succeeded in re- 
ducing expenses and leakages in a determinably marked degree by 
installing and carefully operating modern accounting systems and 
ideas, and municipalities should profit by their example. 

The states, in general, are emerging but slowly from primitive 
and inadequate methods. Some have seen the necessity for im- 
provement and are giving increasing attention to accounting 
matters; are providing for the careful supervision of public 
offices; and endeavoring to standardize methods of accounting 
for taxing districts and state institutions. 

The various aspects and lines of development in different 
states present a singular condition. It is an example of “ many 
men, many opinions.” 

At one point we find great interest in the supervision of 
accounting for taxing districts; at another attention is centered 
upon public institutions; supervision is variously delegated to 
public examiners, to auditors, and to comptrollers. The task of 
analyzing the methods, in their kaleidoscopic variety; selecting 
good points from each, and, with the aid of modern ideas, mold- 
ing the whole into a comprehensive, thorough-going system of 
accounting and supervision, is not a simple matter, but it would 
seem that the time is rapidly approaching when the question of 
uniform and standardized methods of accounting will be agitated 
with equal fervor for states and for municipalities. 

There is a strong relation between the movement for uniform 
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municipal accounting and the desire of various states for uniform 
returns from counties, cities and villages, and the two should 
develop in harmony. : 

The problem of accounting for public institutions is also com- 
mon to states and municipalities. As mentioned previously, a 
cost or service-unit must be arrived at before intelligent com- 
parisons can be made, and this applies to any attempt to compare 
the yearly results of the same institution, or the results of various 
institutions with each other. This idea must be inherent in any 
scheme for the successful administration of public institutions 
whereby the best results may be accomplished with the least 
expenditure. In the case of a hospital or sanitarium, the per 
capita cost of expense items may be found per patient day; in a 
prison or reformatory, per inmate day; in a school, per pupil day, 
etc. Care must be used, however, in allocating charges and 
credits, and ascertaining costs, or the labor involved in attempt- 
ing comparisons will be lost, seriously affecting the consideration 
of estimates for a new budget, in the light of results from past 
appropriations. 

Estimates which are based only upon the amounts of preceding 
appropriations cannot be expected to be necessarily economical, 
and may easily be either too small or too large. If the former, 
departments are either limited in their expenditure to a degree 
which may hamper their proper operation and development, or 
else are compelled to ask for a deficiency appropriation; if the 
latter, a condition arises tending to extravagance and possible 
misuse of funds. 

Both cases indicate the necessity for such an accounting sys- 
tem as will provide the proper data, not only for the preparation 
of economical estimates by institution and other department heads, 
but for their intelligent criticism by legislative officers. 

The classification of disbursements should be uniform, and 
carefully supervised, both as regards expenditure for operation 
and maintenance, and for construction, additions, etc. Books of 
instruction should be issued, indicating in detail the items charge- 
able to each account. Close attention should be given to the re- 
cording of accounts receivable as soon as contracted, and to the 
accrual of all revenue upon the books, so far as is possible, where 
it will command attention until collected. An advantage to be 
derived from the use of the “ revenue and expense ” basis, rather 
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than that of “receipts and disbursements,” is that by recording 
all transactions within the current year, the next administration is 
not affected by items properly applicable to former periods. If, 
however, after closing the accounts for the fiscal year, items are 
discovered to have been omitted, the books and reports should be 
so arranged as to fully exhibit that condition. 

Industries and farms connected with public institutions should 
be placed upon a satisfactory accounting basis. While recog- 
nizing the fact that such departments are not conducted primarily 
for the purpose of financial gain, and as a matter of fact are 
lcoked upon as a necessary expense, it seems obviously desirable 
that all such undertakings be administered as nearly in conformity 
with business principles as is compatible with obtaining proper 
results, and it seems entirely feasible to keep their accounts with 
such correct and information-providing methods as will enable ad- 
ministrative officers, and the public, to know the real results, and 
to compare them. For illustration, two institutions may be 
operating farms under practically similar conditions. It may be 
contended that the farms are not conducted for the purpose of 
making money, but to provide exercise for the inmates, and that 
consequently it makes no difference to the state if the cost of pro- 
duction upon one farm is appreciably higher than that of the 
other. The fallacies in this contention are evident. First, if a 
proper analysis shows that the cost of milk, for example, produced 
on one farm is two cents per quart higher than the cost of milk 
on the other farm, a production of five hundred quarts per day 
means, possibly, through a lack of administrative ability, a neglect 
of an opportunity to save over $3,000 annually—clearly a matter 
for some interest and explanation. The same principle applies to 
all production, and especially to goods manufactured and sold for 
outside consumption, particularly if the selling price be based 
upon the cost of manufacture. Second, if the goods produced by 
the farm are consumed by the institution, accurate information as 
to their cost has a direct bearing upon the cost of operating the 
institution and consequently upon the amount of the annual 
appropriation for that purpose. 

A further requisite to economical administration is the estab- 
lishment of correct methods of purchasing, recording inventories 
of, and disbursing materials and supplies. 

Uniform methods should be installed for soliciting, preserving 
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and filing quotations, and these should be used as a check in 
auditing expenditures. A monthly record should be prepared, 
for distribution to all purchasing agents, showing prices paid by 
each for various materials and supplies, engendering some com- 
petition to show the best results. 

All revenue should be paid into the treasury, instead of being 
used for the purpose of paying current expenses, and thereby 
supplementing the appropriation. Even if allowance be made, at 
the time of preparing the budget, for estimated revenue, such 
estimate is liable to be conceived in error and not justified by 
results. By making a fixed appropriation for the year, and hold- 
ing all revenue collected during that year until its close, the whole 
amount may serve as a deduction from the estimated amount 
needed to appropriate for the following year, thus eliminating 
that element of uncertainty. 

Collections which are in the nature of reimbursement, how- 
ever, for payments not contemplated as coming within the regular 
expenses, should be allowed to remain in the appropriation 
currently. 

The best results cannot, of course, be secured without a cen- 
tralization of supervision and general control. Some states and 
cities are farther advanced than others in this respect, but in 
practically all cases the legislation enacted regarding accounting 
methods and the duties of accounting officers is of so broad a 
character as to allow of divers interpretations. It may be in the 
power of the chief accounting officer to go into the work of estab- 
lishing thorough-going systems of accounting of uniform char- 
acter, and the audit of expenditures, as deeply or as superficially 
as he desires, according to the manner in which he interprets the 
law. In preparing bills for such legislation, care should be taken 
to elaborate the duties of accounting officers as far as possible, 
and to make the provisions mandatory. The words “ shall” and 
“may” possess a difference in meaning which perhaps stultifies 
the law in many cases, by leaving too much to the discretion of 
different incumbents, whose opinions are apt to vary. 

The ideal organization has three general accounting heads, a 
comptroller, a treasurer, and an auditor, each reporting directly 
to the governor or mayor. No two of these positions is vested in 
one person, nor is one official under the authority of another. 

The treasurer should stand apart as the custodian of funds, 


278 





Standardization of State and Municipal Accounting. 


upon the recognized principle that the official who handles the 
finances should not control the accounting records. 

The comptroller should stand alone as the chief accounting 
officer, and the auditor should be separate from all, as his duty is 
te examine and report, and it is a natural supposition that he 
would hesitate to report adversely upon anything in his own office, 
or under his control. The duties of the comptroller, then, would 
be confined, and properly so, to a supervision of the construction 
and operation of the general accounting, including in his jurisdic- 
tion all public offices, departments, boards, commissions and insti- 
tutions, presenting an opportunity for establishing suitable sys- 
tems of accounting, and supervision over all expenditure. He 
should be the constructor, and the auditor should fill his natural 
function of examiner. By a system of controlling accounts, the 
comptroller should have at all times data upon his books relating 
to every appropriation, and his figures should be supported by 
trial balances from the subsidiary departmental and institution 
books. 

In the last analysis, while the state or city may very properly 
be said to be not a business undertaking, for pecuniary profit, yet 
business methods must be followed in the receipt and use of the 
common property of all kinds if the administration is to be con- 
ducted upon the economical and result-obtaining basis to which 
the taxpaying citizen is entitled. 
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Accounting System for Law Firms 


By WALTER C. WriGHrT. 

Recognizing the prevailing lack of system in the keeping of 
accounts in the legal and similar professions, the writer has been 
interesting himself in gathering data and forms relative to the 
same, and in devising a system to meet the general requirements 
of such businesses. 

The principles which govern the system described are uni- 
versal, and the forms, if not identical with any in use, are in their 
general features similar to such as have come under our personal 
notice. 

Our task has been to examine, eliminate, modify and con- 
struct. That which we have aimed at has been simplicity, con- 
ciseness, comprehensiveness—simplicity in its operation, concise- 
ness in its forms, comprehensiveness in its scope. 


DIRECTIONS TO OFFICE STAFF. 


One of the essential features of any system is that it provides 
for a complete and accurate record of the transactions of the busi- 
ness, and inasmuch as all the most important entries upon the 
books of a law firm originate with the partners, the first thing 
to be provided for is a thoroughly satisfactory system of com- 
munication between the principals and the outside office, by which 
directions shall be given and the carrying out of them insured. 

Lawyers whose practice is limited are usually their own book- 
keepers. The accounting and other forms referred to later on 
would be equally adaptable to their use as to that of a partnership 
concern. But for the moment we confine our attention to that 
class of business in which the demands upon the time and energies 
of the principals make it expedient, if not imperative, that they 
be relieved of detail clerical work. It is a frequent custom in such 
cases for directions as to charges to be made to clients, or other 
important entries upon the books to be dictated to the stenog- 
rapher, who is charged with the responsibility of carrying out 
such instructions, or of furnishing the data to the bookkeeper 
for so doing. 
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TANNER, LEE AND WEST 
Attorneys 


CHARTERVILLE, OHIO. 
Date 


PLEASE CARRY OUT THE FOLLOWING INSTRUCTIONS: 


| 





Abstract | | 
Cash | Clients |Synop- and Card | Calen- Charge | . } . 
Journa!} Card |sisCard| Docket | Index | dar | Sheet | Diary | | Files 


| 








Posting Ref. Instructions carried out by 





Trans- 
action 









































NAME: 

ADDRESS: 

BUSINESS: 
PHONES 


REMARKS: 





FORM C 
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This practice is open to at least four objections: 


(1). Dictated instructions are open to be misunderstood. 
(2). They are liable to be mis-transmitted. 

(3). They may not be carried out. 

(4). If not carried out, they may be ultimately overlooked. 


THE AvupitT oF INSTRUCTIONS. 


To provide against these contingencies, each of the principals 
is provided with blocks of forms, printed one hundred to a block, 
consecutively numbered in connection with the initial of each part- 
ner, as printed below: 

Form A.—These slips are perforated at the extreme left-hand 
edge, and may be made upon the re-fill plan so as to fit into a neat 
leather perpetual cover. Instructions for any department are 
jotted down upon one of these slips the moment they come to 
mind, and the slips are distributed at convenience. If the instruc- 
tions call for an entry upon the office records, the precaution of 
checking the name of the record at the place indicated may be 
used. The directions being complied with, the slip is initialed 
and filed away. It then becomes the duty of the auditor—some 
responsible party in the office, or one of the principals—to go over 
these slips periodically, see that none of them are missing, and 
that the instructions have been faithfully carried out. 


GENERAL ACCOUNTING Form. 

The accounting form for the general transactions of the 
business which seems to us to be altogether superior to others 
is that which was introduced into England under the name of 
“ Kain’s System.” We give our own modification of this form, 
in which all its essential features are retained. (See Form B.) 
It is a self-balancing cash-journal and charge book. For the 
benefit of any reader who may not be an accountant, we give 
three representative entries: 

(1). In the case of an expense liability, to be discharged at 
some future date: Debit expense, and credit, through the 
personal ledger column, on the other side, the party to whom the 
money is due. When this liability is discharged, cash will be 
credited, and the personal account in the ledger, debited. 

(2). Where money is paid out for expense, cash will be 
credited, and expense debited. 
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MEMORANDA OF CASES 





Number 





723 Clatworthy Pilkington 


Reference | 
| 








Reverse side of Client’s Personal Card [Form C] 





For Plaintiff 





For Defendant 





Writ Returnable Office Number 








WITNESSES 








No. Orrice No. y 


542 





PRINCIPAL'S NAME IN FULL ATTORNEYS 











Court County, Township 


Complaint: Claim $ 








Date | 


or RECORD Disposition 
Ref. Nol mM 





} 
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(3). When a charge is to be made to a client, debit the 
personal account of the client through the ledger column, and 
credit in fees column. When the account is collected, debit 
cash, and credit the client’s account through the ledger column. 

All payments being made by check, the balance of the cash 
column should agree with the balance of the bank account. 

The columnar ruling may be either extended, or modified. 
The second column under the heading of “ Fees” may be found 
convenient for providing for a segregation of the charges as to 
the character of the services which they represent, or the principal 
performing the same. Similarly, the expenses may be divided 
into “Salaries” and “ General Office Expenses,” or otherwise. 

Double ledger columns may be found desirable for separating 
“ Clients’ Accounts” from “General Accounts,” or one of them 
may be used for carrying accounts representing funds carried 
for clients for investment, or otherwise, thus affording the facility 
for ascertaining how much those accounts aggregate by striking 
the balance between these columns. 

In the case of a business which undertakes to make collections, 
the second column may be used for transactions relative to this 
department. Thus, when an account has been collected for a 
client, cash will be debited with the amount, and the client credited 
through the collections ledger column. Through this same 
column—on the debit side—the client will be charged with the 
commission on the collection, so that upon paying over to him 
the amount due, the two ledger columns will balance so far as 
that transaction is concerned. The commissions should be 
credited in a column by themselves—the alternative column, 
under the heading of “Fees” might be used for this purpose. 

The totals of “ Expenses” and “ Fees” columns only require, 
of course, to be posted periodically. 


GENERAL RECORDS AND FILEs. 

Turning from the accounting forms, we come to what is of 
very first importance in an attorney’s office, viz: an adequate 
provision in the system employed for carrying all data as to trials 
pending: proceedings; evidence; together with information of 
every other material character relative to cases in hand, as well 
as such filing and reference facilities as are most fully adapted to 
the requirements of the concern. 
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For the purpose of general records, we suggest: 


(1). 
(2). 
(3). 
(4). 
(5). 
(6). 
(7). 


A Client’s Personal Card. (Form C.) 

Case Synopsis Card. (Form D.) 

Abstract and Docket Sheet. (Form E.) 

Card Index to Abstract and Docket Sheet. (Form F.) 
Office Calendar. 

Yearly Diary. 

Data for Charges Sheet. (Form G.) 


And for filing purposes: 


(a). 
(b). 
(c). 
(d). 
(e). 


NAME 


“Cases in Progress” file. 

“Cases Closed” file. 

“ Miscellaneous Clients”’ file. 

“ General Correspondence”’ file. 

“Unrendered Bills (Data for Charges) Sheet” file. 





Office 
Number 


Case 


Parties in Action Opened Closed 

















| 
| 
| 
| 





NAME 


ADDRESS 


FORM F 


TANNER, LEE anv WEST, 
ATTORNEYS, 


CHARTERVILLE, OHIO. 
Sueet No. 





Interviews with Clients Appearances and 


other appointments 
GENERAL CHARGES 








Nature of Date | 


| oe eens Details 





{ | 
| 
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The uses of the client’s personal card are obvious. The face 
serves as a record of identity in general, and provides under 
“ remarks” a space for making any desired memoranda in relation 
to his instructions, connections, associations, or even personal 
characteristics, as well as other information of a useful character. 
On the reverse side is an index to the cases to which he has been 
a party. 

The synopsis card is designed to carry preliminary and 
current information relative to persons, places and dates incident 
to each case. This card should be filled out so far as the 
information at hand allows, immediately upon the case being 
taken in hand. The additional data called for will probably come 
through one of the partners by the use of the slip (Form A) 
which it will be found a most useful habit to carry on the person. 
The office clerk will be charged with the responsibility of 
removing each day the cards of those cases in connection with 
which any action requires to be taken, and with providing the 
principal with all needful information relative thereto. He will 
also see that due notice is given to witnesses and other parties 
concerned. As he will depend upon the office calendar for 
informing himself as to matters which are coming up, and inas- 
much as the writing up of this record is of the first importance, 
we should suggest that this duty devolve upon the principals 
themselves. 

Coincident with the writing up of the synopsis card, will be 
the filling in of the general outline of the “Abstract and Docket 
Sheet,” giving the case its number, and filing the sheet in numeri- 
cal order in the binder, the sheet being filed upon the loose-leaf 
plan. As soon as a case is disposed of the sheet is removed to the 
transfer binder. The reverse side of this sheet may be ruled for 
a continuance of the “ record” of proceedings in the case for use, 
if required. 

The Card Index (Form F) provides a quick reference to 
these sheets, being indexed under the several names of each party 
in the action. 

It will be found a wise plan to have an office diary kept by 
the clerk having charge of the reception room, and a memorandum 
of the name of every caller with the length of the interview should 
be noted down. This should be inspected by the principals the 
following morning. 

286 














Accounting System for Law Firms. 


DATA FOR CHARGES, 


The matter of the best method of collecting data to serve as 
a basis for the charges made against clients, is an important one. 
We suggest the use of a specially ruled sheet for this purpose 
(See Form G). The most convenient manner of filing these 
while in use, and also for future reference, is in a vertical cabinet, 
using a separate folder for each client. When the dimensions of 
the safe do not allow of the cabinet being protected against fire, 
however, we think the loose-leaf binder should be used, the 
information being of too valuable a character to warrant the tak- 
ing of any risk. A copy should be kept of all bills, either by the 
use of the impression book or carbon paper. A reference upon 
the cash journal to this copy does away with the necessity of 
elaborating the charges upon the books of entry. 

Whenever disbursements are made for clients, they should 
be charged up to the account. In this connection we would 
suggest a specially ruled ledger, with double columns on the 
debit side, for disbursements and professional charges respect- 
ively. 

The “Cases in Progress” and “ Cases Closed” files will be 
arranged numerically, all the papers in each case being filed 
under their respective numbers in separate files. 

In connection with the “ Miscellaneous Clients’ file, we 
suggest, when feasible, the use of manila envelopes as a means 
of keeping the papers that relate to each other together. 

The contents of the envelopes may be endorsed upon the 
outside. In this way the papers relative to the several interests 
of each client may be segregated while yet only using one folder 
for each party. 

The handling of collections is a branch of the law business 
which calls for separate treatment and the use of special forms. 
It will be outside the scope of the present article to deal with 
that subject. 









Centralized Consumption of Anthracite Coal.* 


By Howarp McNayr JEFFERSON, M. C. S. 


PART II. 
CENTRALIZATION OF POWER PRODUCTION. 


The first time one visits the anthracite region he is impressed 
with the immense banks of small coal and refuse stacked all over 
the fields which are valuable as producers of heat. Some idea of 
the immense quantities of this material so heaped up and appar- 
ently useless, may be gathered from an estimate made by Dr. 
Chance in 1883. He said that there was a sufficient quantity of 
matter in the banks then standing to cover an area of ten square 
miles, forty feet deep. If one of these banks is seen on fire the 
question arises in a very forceful way—why not utilize these 
banks, and how can it be done without moving the factories to the 
coal fields? The natural answer is: generate electricity and 
transmit it to the markets instead of the coal. With this idea in 
mind let us look a little into the value of these banks. 

From 1820 to 1870 only 27 per cent. of the seams worked was 
sent to market. From 1870 to 1882 about 46 per cent., and in 
1901, about 75 per cent. The balance went to the bank. In the 
very early years the demand was for the largest sizes and even as 
late as 1870 all below chestnut was thrown aside. Mr. -Heber S. 
Thompson, engineer of the Girard Estate, which is an extensive 
owner of coal lands, says that in the leases of that estate prior 
to the year 1869 the smallest marketable coal was chestnut or 
such as would pass over a screen of one-inch square. In the 
leases of 1869, peanut or such as would pass through a screen of 
five-eighths inch square was first recognized. Buckwheat 
appeared separately in the railroad reports in 1878 for the first 
time. In 1893 still smaller sizes were screened. From 1870 to 
1895 four or five sizes of coal were prepared for market which 
were not previously known to the trade. 

There are three classes of banks: 

1st. Those which contain only culm; i. e., coal too small to be 
sold at the time the bank was made. 


*This article was accepted by the University School of Commerce, Accounts and 
Finance, in fulfillment of the thesis requirements for the degree of Master of Commercial 


Science. 
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2d. Those which are composed exclusively of rock and slate. 

3d. Ordinary slate banks, consisting of various sizes of slate, 
coal, bony coal, and slate coal mixed. 

The last class of bank may be very rich. Slate coal is that 
which has pieces of slate of greater or less size attached to it, 
which can be separated by breaking the coal into smaller pieces 
and subjecting it to preparation. Bony coal is coal in which the 
impurities are so intermingled that it is impossible to break the 
coal into such small pieces as to extract the impurities. Some- 
times bony coal is merely coal with such a high percentage of 
ash as to interfere seriously with its burning. Bony coal is not so 
detrimental in the small as in the large sizes. In large pieces the 
lump becomes coated with ashes and does not burn on the inside, 
leaving large masses of partially consumed material which goes 
out and eventually deadens the fire. 

The oldest banks are naturally the richest. One reworked in 
1900 yielded 75 per cent. of coal. One of the largest washeries 
in the Northern field has reclaimed six tons of coal from nine 
tons of stuff from the bank; all below that which passed over a 
three-thirty-seconds inch mesh being disregarded. Many banks 
contain from 40 to 50 per cent of marketable fuel. 

The Anthracite Waste Commission, previously referred to, 
called the attention of the people to the great importance of the 
banks. They said, “ This coal is a very valuable fuel for several 
reasons. In the first place, it will not, under ordinary circum- 
stances, take fire, and therefore can be stacked cheaply. It is a 
smokeless fuel and makes a very clean fire. * * * It can be 
purchased for a very low price at the mines. * * * Not only 
is the culm available, but a very large percentage of the slate 
banks, if roughly sized, could be used with economy and profit for 
making steam; provided they are burnt where they exist and do 
not have to bear much expense of transportation. The capacity 
of any fuel to bear transportation decreases very rapidly as the 
percentage of ash increases.” 

A very careful test made at the Coal-Testing Plant of the 
United States Geological Survey at the Louisiana Purchase 
Exposition, St. Louis, 1904, is conclusive evidence of the com- 
parative value of the culm banks. Among other specimens sub- 
mitted for test were three from the State of Pennsylvania. Two 
samples of bright, run-of-mine bituminous coal were sent from 
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the Eureka mine No. 31, of the Berwind-White Coal Mining 
Company, Windber, Pa., one of which was labeled Pennsylvania 
No. 1 and the other Pennsylvania No. 2. There was also sent a 
sample of anthracite culm by the Pennsylvania Coal Company at 
Scranton, Pa. The culm was briquetted in order to test its 
briquetting possibilities and its value as a producer of steam. 
The results of these tests which have a bearing on this paper are 
shown in the following table: 





Penna. . |Penna. 
No. 1 . No. 3 
Bitum. |Bi .| Culm. 





Volatile matter per cent.| 15.80 , 27.62 
Moisture per cent.| 1.10 , 3.00 

per cent. 7.41 . 14.38 
se r cent.| 1.49 1.13 


Fixed carbon | be cent.| 75.60 : 55.00 





Sulphur (Separately determined). . 
Duration of trial 9.88 10.08 
Total coal consumed. . ............65 pounds . , 6. 365 | 8,012 
Dry coal burned per square foot of grate 

surface, per hour .| 15.70 
Equivalent evaporation from and at 

212° F. per pound of dry coal pounds .| 9.04 
Dry coal per indica ted horse-power hour, pounds. | 3.11 
Dry coal per electric horse-power hour ..pounds. | 3.84 


| 19.01 


8.26 
3.42 
4.23 








| 
Horsepower developed by boiler. ..... pounds .| 166.9 7 | 184.5 
{ 





This table shows that the culm is very much inferior in its 
chemical composition, but it compares very favorably with these 
high-grade bituminous specimens submitted, in the horse power 
developed by the boiler. It is not necessary to briquette the coal 
in the banks in order to make use of it. With properly constructed 
furnaces it may be burned like any other coal. 

Let us return to the proposition to generate electricity at the 
mines and ship it to the large markets and see whether or not 
the scheme is possible. To begin with this phase of the subject, 
let us see how far New York and Philadelphia are from the 
anthracite mining centers: 
From Wilkes-Barre to New York 177 miles. 

“ee “ ae N. p« 174 
-R.R. 145 
waxen) 155 
estern 167 
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Since all of these roads are compelled to cross the mountains 
to get to the fields, these distances could be materially shortened 
for electric transmission by acquiring rights of way over the 
mountains for short distances, thus taking air lines instead of the 
circuitous routes now necessarily traveled by the roads. Taking 
the Lehigh Valley as an example, its trains cover 177 miles of 
track in getting from Wilkes-Barre to New York. By an inex- 
pensive purchase of right of way for electric transmission from 
Fairview into Wilkes-Barre, it could reduce the distance about 
twelve miles; and again between Glen Summit and Fairview, a 
mile or two; and between Glen Summit and White Haven Junc- 
tion, several miles. It is safe to assert that the Lehigh Valley 
could establish an electric transmission line from Wilkes-Barre 
to New York less than 150 miles long. Its time table distance to 
Hazelton in the heart of the Lehigh region is but 146 miles, which 
could also be cut down materially for electric transmission. Other 
roads have had to face the same difficulties in reaching the min- 
ing centers and their lines might be shortened in the same way. 

The transmission of electric energy has made very rapid 
strides in the last ten years. In 1895, Mr. Herman Haupt, the 
consulting engineer of the General Compressed Air Company, 
doubted if the power generated at Niagara Falls could be used 
in Buffalo. He evidently had not much faith in electricity as a 
motive power, as is evidenced by the following: ‘“ The 
trolley craze is most extraordinary, and the inevitable crash 
cannot be far distant. City and suburban lines, to the extent 
of hundreds, have not paid operating expenses, etc. The 
trolley has its field of usefulness in small units at short 
intervals for city and suburban service, but it can never compete 
with steam for heavy trains at long intervals.” In 1905, Mr. 
Ralph D. Mershon made the following statement before the 
American Institute of Electrical Engineers: “ For the present 
outlook, the limiting distance (for transmission of electricity) 
may be taken as about five hundred miles.” The California Gas 
and Electric Corporation has lines extending from the Sierra 
Nevada Mountains to the Bay of San Francisco. The longest 
distance covered is two hundred miles. The General Electric 
Company has established a plant at Logan, Utah, to distribute 
electricity one hundred and fifty miles; another at Plainwill, 
Mich., to distribute power seventy-five miles ; and one at Midway, 
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Ohio, which uses steam engines (not turbines) and distributes 
the power fifty-nine miles. These are all practical plants in con- 
tinuous operation. The plant in California has transmitted power 
for use during an emergency over a distance of two hundred and 
seventy miles. Naturally the generators of the majority of these 
long distance currents have falling water as a source of power. 
If coal were used it would be transported. We have, however, a 
different problem to face in the anthracite fields, namely, an 
excellent steam fuel necessarily produced in order to make the 
domestic sizes, which steam fuel must come into direct com- 
petition with low-priced bituminous coal. Some of the possi- 
bilities of electric power transmission in a region of cheap fuel 
are being demonstrated by the Lackawanna and Wyoming Valley 
Electric Railroad between Scranton and Wilkes-Barre. It has 
had remarkable success, and has recently established electric 
circuits for the supply of cheap power to industrial plants located 
along its route, and is thus adding to the revenue derived from 
its ever increasing volume of freight and passenger traffic. The 
engineers of the Delaware and Hudson Company are investigat- 
ing the possibility of operating their Pennsylvania properties by 
electricity. These properties consist of about thirty different 
operations, including both breakers and washeries and thirty- 
seven miles of railway from Carbondale to Wilkes-Barre. Up 
to the present time it has not been deemed advisable to make the 
change owing to the density of traffic and numerous: switches to 
mining operations; but the engineers are now reaching the con- 
clusion that it would be practicable to make the substitution. It 
is believed that electrical operation will greatly reduce cost, 
especially in view of the many detached plants the expense of 
which has greatly increased since firemen and engineers had their 
working day reduced to eight hours. The best argument for or 
against the use of electricity as a power to be distributed from 
a central plant to take the place of many small plants is whether 
or not large companies are making the change. Here in New 
York we have seen the complete change from steam locomotives 
to the electric system on the elevated service of the Brooklyn 
Rapid Transit, and the Manhattan Elevated of the Interborough 
System. We have witnessed the change from underground 
cable to electricity on the Metropolitan at an enormous expense. 
The New York Central and New Haven and Hartford roads are 


292 





Centralized Consumption of Anthracite Coal. 


making tremendous changes, substituting electric equipment for 
steam locomotives ; and the electric zone of the Pennsylvania will 
cover a very extensive territory. The Lackawanna and Erie Rail- 
roads could make advantageous alterations with benefit to their 
heavy suburban traffic. Such changes as these are not carried out 
because of the whim of some officer, or because a board of 
directors are influenced by their holdings of stocks in electric 
equipment companies, but by the fact that the electric equipment 
is more efficient than steam. 

As to long distance transmission, there is very little loss of 
power. It is estimated by eminent electricians that the current 
can be conveyed one hundred miles with a loss of only 5 per 
cent.; and, for a distance of two hundred miles, with a loss of 
not over 9 per cent. A slight additional loss, not over 10 per 
cent., would be experienced in transforming a current of high 
potential to one of a lower, for use. 

The relative value of steam and electricity can best be studied 
by means of a concrete comparison of the two powers, such as was 
given in a paper “ On the Substitution of the Electric Motor for 
the Steam Locomotive,” by Messrs. Lewis B. Stillwell and Henry 
St. Clair Putnam, presented at the two hundred and thirteenth 
meeting of the American Institute of Electrical Engineers at New 
York, January 25th, 1907, and which will be found in full in the 
proceedings of that body, Volume XXVI, No. 1. The discussion 
immediately following is an abstract of the features presented in 
this paper. The standard used is based on the grand average 
results obtained in operation by steam locomotives upon the exist- 
ing railways of the United States, as set forth in the reports of 
Statistics of Railways for 1904 compiled by the Interstate Com- 
merce Commission; and proof-sheets of the report of the Com- 
mission for the year 1905. In estimating operating expenses of 
electric equipment, conclusions are based upon results obtained in 
practice so far as the necessary data are available. Where the 
distance exceeds thirty miles, higher potentials than eleven 
thousand volts are necessary ; and transformers must be installed 
in the power house for increasing the generated potential, and 
transformers located at suitable intervals of from thirty to fifty 
miles, depending chiefly upon the density of traffic, to lower the 
potential for use. The estimates which follow are based upon the 
assumption that single-phase alternating-current equipment is 
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used ; that the trolley potential is eleven thousand volts; that each 
power-house supplies railway line with power to a distance of 
one hundred and fifty miles in each direction, the feeder potential 
employed being sixty thousand volts; that the overhead construc- 
tion is first class in every respect ; and steel bridges and field poles 
set in concrete being exclusively used for the support of 
both trolley conductors and feeders. 





TABLE SHOWING PER CENT. OF Cost OF OPERATING 
UNbDER STEAM AND ELEcTRIC SERVICE. 

















Average Estimated 
cost steam cost of 
Item five years, “— 
_79°TS | Electricity 
| fro 
¢ MAINTENANCE OF WAY AND STRUCTURES...... 21.003 22.354 
Bi EE Ec i cacdcsncsenennscees 10.818 10.818 
Oi FR OE Mc vo pcescnscnccccnvosede 1.439 
Sy FE GE in sinks coc ccsesnensscne cas 2.728 ene 
f 4- Repairs and renewals of bridges and cul- 5: 
‘ WRINB. oe ch evicdescectechcenetoness sas: 2.466 
3 5. Repairs and renewals of fences, road cross- 
4 ings, signs and cattle-guards........... ©.527 0.527 
R 6. Repairs and renewals of buildings and fix- 
WUOR. 6 5.05000 040.6000 6subeeceenesnes 2.366 1.300 
7. Repairs and renewals of docks and wharves 0.231 ©.231 
8. Repairs and renewals of telegraph........ ©.169 0.169 
9g. Stationery and printing................. ©.030 0.030 
SO. Gee Gir nsoe 5 hs 400kses censaccens 0.229 0.229 
Repairs and renewal of track bonding. ... °.800 
Repairs and renewals of overhead construc- 
tT See er 3.250 
f MAINTENANCE OF EQUIPMENT............-45. 19.524 12.287 
; SE. BRIO 6 6000 0 cc ccincccsccesees 0.578 0.578 
' 12. Repairs and renewals of locomotives...... 7-509 2.253 
13. Repairs and renewals of passenger cars. . 2.080 2.080 
14. Repairs and renewals of freight cars. ..... 7.657 6.000 
7 | 15. Repairs and renewals of work cars........ 0.238 0.238 
16. Repairs and renewals of marine equipm’t. ©.194 0.194 
17. Repairs and renewals of shop mac inery 
GME BOOM... oc rcccesccccscscccccccses °.662 0.500 
18. Stationery and printing. ................ 0.044 0.044 
re ere 0.562 0.400 
» | CONDUCTING TRANSPORTATION............... 55-540 43 .603 
| 20. Superintendence. . Ee a 1.752 1.752 
a 21. Engine and roundhouse men. Dies a 9.451 4-710 
tr 22. Fuel for locomotives.................... II.292 5.702 
t 23. Water supply for locomotives,........... 0.634 ©.000 
24. Oil, tallow and waste for locomotives. .... 0.381 ©.250 
25. Other supplies for locomotives. . . 0.228 0.228 
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TABLE SHOWING PER CENT. oF Cost OF OPERATING UNDER 
STEAM AND ELeEctTrRic SERVICE—Continued. 





Estimated 
cost of 
operation 


Average 
cost steam 
five years, 


i y. 
es Electricity 








26. Train service 

27. Train supplies and expenses. . 

28. Switchmen, flagmen, and watchmen. 

29. Telegraph expenses 

30. Station service 

31. Station supplies 

32. Switching charges, balance.. 

33- Car per diem and mileage, balance. . 

34. Hire of equipment, balance 

35. Loss and damage 

36. Injuries to persons 

S05, RR MU, We Kce ARON CK Rees boda wKSs 
38. Operating marine equipment............. 
39. Advertising 

Bic TR ohh S05 ha kbn Se bup ees 
41. Commissions 

42. Stock yards and elevators 

43- Rents of tracks, yards, and terminals. 

44. Rents of buildings and other property..... 
45. Stationery and printing. ................ 

46. Other expenses 
GENERAL EXPENSES...... SN ER NS ee 
47. Salaries of general RS Te 
48. Salaries of clerks and attendants. 

49. General office expenses and supplies 

50. Insurance 

51. Law expenses 

52. Stationery and printing (general expenses). 
53. Other expenses 


-739 
.000 


-173 
+000 


697 
. 669 
.284 
-423 
-194 
-750 
.000 
.200 
.748 
-427 
-495 
.050 
.064 
-615 
-404 
-634 
-395 


-933 
.883 
.283 
244 
-439 
-549 
.170 
-365 


+739 
-537 
+173 
.780 
-697 
.669 
.284 
-423 
-194 
.I1I2 
.086 
.246 
-748 
-427 
-495 
.050 
.064 
-615 
-404 


-933 
.883 


. 283 


CAODOKDOOHFOWNDDCOH OOH OOCOH HOH OO AHR HO 
CODD OHOWNDDOOHOOHODOOH OOH OOAKRRHA 


RECAPITULATION OF EXPENSES 


54. Maintenance of way and structures ‘ 22.354 
55- Maintenance of equipment : 12.287 
56. Conducting transportation : 43 .603 
57. General expenses | ‘ 3-933 











NINE WOGR ood. s ewe cn nsal ; | 82.177 





By referring to the recapitulation of the operating expenses 
under the two systems, we note a saving of 17.823 per cent. by 
the use of electricity, which saving is found to be entirely in 
maintaining the equipment and conducting the transportation. 
By referring to the detail of each grand division, it will be seen 
that these items have been studied out with great care. The 
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authors have thoroughly discussed each item, and the interested 
reader is respectfully referred to the paper quoted, for additional 
information. 

The item “ Fuel for Locomotives” (No. 22) is of special 
interest to us and I will quote as follows: 

“One of the marked economies resulting from the substitu- 
tion of the electric motor for the steam locomotive in railway 
operation is in the reduction of the fuel account. The cost of 
fuel upon the average steam railway in the United States for the 
five years 1901 to 1905 inclusive constituted 11.292 per cent. of 
total operating expenses. The aggregate cost in 1905 was 
$156,429,245. 

“The following figures show comparative fuel consumption 
upon the Manhattan Railway during the year ending June 30, 
1901, when steam locomotives were employed, and during the 
year ending June 30, 1904, when electricity was used. During 
the period first mentioned one pound of coal produced 2.23 ton- 
miles, if the weight of the locomotive be included; and 1.5 ton- 
miles if the weight of the cars only be considered. During the 
latter period (electric traction) one pound of coal burned at the 
power house produced 3.85 ton-miles excluding weight of loco- 
motives; therefore the ratio of ton-mileage per pound of coal in 
favor of the electric operation was 2.57 to 1. Including weight 
of locomotive it was 1.72 to I. 

“The average speed under electric operation was approxi- 
mately two miles an hour greater than that attained by steam; 
and, if correction be made for this difference, the ratio of ton- 
mileage per pound of coal, excluding weight of locomotives, is 
approximately 3 to 1; and, including locomotives, 2 to 1 in favor 
of electric traction. It should be noted also that in this case the 
coal burned at the power house was of lower grade, and there- 
fore less expensive than that used by the locomotives; and it is 
reasonable to expect that in general electric traction will mean 
utilization of cheaper fuel. 

“The works-cost of a kilowatt-hour at the bus-bars of the 
Manhattan plant is less than 0.6 cent when coal cost $3.00 per 
ton, this coal having a calorific value of 14,000 B. T. U. per 
pound. This cost includes fuel, water, labor, maintenance, mis- 
cellaneous supplies and, in short, everything except capital 
charges. Where fuel is less expensive, as in the Middle West, 
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large modern plants, using steam turbines, are producing the 
average kilowatt-hour at a price not exceeding 0.5 cent exclusive 
of capital charges; and, in at least one case, at a works-cost 
approximating 0.4 cent.” Naturally the greatest element of cost 
in producing this power is in the fuel. If the coal was burned 
at the mines, all the expense of transportation would be saved in 
the ultimate cost. If power were generated by the railroads or 
their subsidiary companies who own the banks, the cost of power 
would be lowered further, by the saving of another profit. 

The facts above presented are authoritative approval of the 
proposition that power generated from steam can be transmitted 
a distance of one hundred and fifty miles, and compete with 
distinct advantage with smali scattered plants. The savings in 
the operation of a centralized plant as compared with a multitude 
of small ones are effected in every point of the operation. 

The paper above quoted caused very earnest discussion in 
which was a paper presented by Mr. W. S. Murray who gave 
some very valuable data regarding the electric and steam opera- 
tions on the New York, New Haven and Hartford Railroad. 
The tests lasted eighteen days in the month of August. The track 
and temperature were favorable to steam locomotive traction. 
The following table shows the relative amounts of coal required 
for electric vs. steam locomotive traction. 

The cost-item in this table is interesting, indicating a saving 
in coal alone of $341,470 per annum. Mr. Murray’s conclusions 
were: 

Ist. For a mixed freight and passenger service the same gross 
draw-bar can be produced by the single-phase method of traction 
for 60 per cent. of the coal required by the steam method of 
traction. 

2d. Locomotive repairs are between three and four times as 
great for steam as for electric locomotives. 

Actual figures presented by Mr. H. M. Brinkerhoff in con- 
nection with cost of operation are interesting. 

“The earliest heavy electric railway system is the Metro- 
politan West Side Elevated Railway, in Chicago, which was the 
first to operate commercially with the third rail. Starting in 
April, 1895, nearly twelve years ago, it operated with one motor 
car per train until 1905, then the multiple-unit control was 
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adopted, and a second motor car used on four and five car trains, 
instead of one as previously. 

The total cost of operation per car-mile on this road, starting 
at about $0.075 in 1896-7-8, showed small fluctuations up to 1905, 
when it was $0.0931, the highest single year being $0.0971, and 
the average for the ten years $0.0836. Here then we have a 
system in its tenth year showing a cost per car-mile for all 
expenses, omitting taxes only, which compares with the steam 
locomotive operation of the South Side Elevated, of Chicago, of 
$o0.106, the Lake Street Elevated of $0.1174, and the Manhattan 
Elevated, of New York, of $0.1198 per car-mile. The increase 
noted for electric operation on the Metropolitan from 1895 
to 1905 is partly accounted for by considerable increases in rates 
of wages and cost of fuel and general supplies.” 

The proposition herein submitted is but another phase of the 
modern idea “Centralization.” The anthracite business first 
developed along lines of centralized production and capitalization. 
Now we have a rapidly decreasing supply of the most desirable 
dornestic fuel known, which must be produced at the expense of 
about 35 per cent. of small sizes available only for steam pro- 
duction. These small sizes, a by-product, must come into direct 
competition with another coal, the supply of which is practically 
unlimited, and whose cost of production is ridiculously low as 
compared with that of anthracite. Therefore, the price realized 
for these steam sizes bears no relation to the cost of production. 

Centralization of power production, therefore, would benefit 
not only the railroad and coal companies in providing a field for 
the utilization of the by-product, but would give the public a 
domestic fuel at a less rapidly rising price, and furnish the cities 
along the lines of transmission an abundant supply of electric 
power at a lower rate than is now paid for the same service. 
























































Accounting Literature 


By Leo GREENDLINGER, B. C. S., 


Instructor of Accounting in New York University School 
of Commerce, Accounts and Finance. 


In the editorial of the first number of THE JoURNAL oF 
ACCOUNTANCY the editors state: “ Other means of education 
must also be devised for the benefit of those whom circumstances 
exclude from the advantages of a university education. A body 
of accountancy literature must be developed.” 

We not only do not possess a body of accountancy literature 
that could be called American, but if we inquire in some of our 
libraries or bookstores for accounting books we generally receive 
the answer, “ You mean bookkeeping books.” 

In this article the writer tries to place before the reader in 
graded form the accounting literature, readily available for the 
study or reference of the accountant. No claim is made that all 
the books on accounting are here included, nor does the writer 
claim that the description of the books is a complete and detailed 
statement of what an inquirer may find in the book. To do this 
a space by far greater than that available for this purpose in THE 
JouRNAL would be necessary. The reader must satisfy himself 
with a brief and general sketch of the subject matter under review. 

While the article has been written primarily for the aid of 
the accountant student, it should serve also to give the practi- 
tioner or business man ready information as to what books to 
consult. 

It is, of course, assumed in this article that the reader has a 
knowledge of the rudiments of bookkeeping, and, therefore, books 
treating this subject only, unless they cover some special topic 
in addition to the ordinary bookkeeping matter, have been omitted 
entirely. The bookkeeping literature that is described here is 
only that kind of literature that treats accounting as at least 
a technical topic of bookkeeping. Books which circulate under 
the title “ Accounting” or “Accountant,” yet contain nothing 
of accountancy, have been eliminated entirely. Some treatises 
on bookkeeping, for instance, that are included are of English 
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origin and are not to be classed with the heterogeneous mass of 
bookkeeping literature of our own country. 

So much as an introductory part. The subject matter will 
be best arranged in the order in which the accountant student 
should follow his line of study, making, however, a separate 
division of the volumes of the Accountants’ Library, the object 
of which is to give detailed information as to the most approved 
methods of keeping accounts in relation to all the leading classes 
of industry. These books call for special treatment in Part I. 

Part I, therefore, treats of those volumes which deal with 
one or more special forms of accounts. In the case of each 
volume, it will be noted, as far as possible, for what grade of 
students it is best adapted. This part is subdivided into Sec- 
tion A, containing the first series of volumes of the Accountants’ 
Library from Vol. I to Vol. XX, and Section B, containing the 
second series of volumes. 

Part II, treats of other accounting literature, and is sub- 
divided into three sections, viz.: 

SEcTION A, to contain a description of the books adapted best 


for the elementary study of accounting. 

Section B, to contain a description of the books suitable for 
intermediate study. 

Section C, to contain a description of books adapted to the 
advanced study of accounting. 


PART I (Section A). 
(First Series) Accountants’ Library. 


Vol. I.—Bank Bookkeeping and Accounts, by John A. Meelboom, 
A. C. A. A concise treatise showing the application of the principles of 
bookkeeping to the record of banking transactions. In the words of the 
author: “ This book is intended for those who, having learned the rules 
of bookkeeping by double entry, desire to know how, in an undertaking 
so complex as a modern bank, they are applied so as to insure not only 
accurate results, but also economy in time and labor, which are nowhere 
more requisite than in a bank.” The book contains also a glossary of 
most of the banking terms in use. 

Vol. II.—Auctioneers’ Accounts, by Lawrence R. Dicksee, M. Com., 
F. C. A. The book gives forms as well as books and principles for the 
following topics: 

(a) Miscellaneous Sales by Auction. 

(b) Sales by Auction of Specific Properties. 

(c) The Letting of Properties for the Owners. 

(d) The Collection of Rents of Property. 
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(e) The Sale of Properties by Private Treaty. 
(f) Valuations of Properties. 
(g) Insurance Agency Business. 


While the details of the book are applicable mostly to England, most 
of the subject matter can be utilized with advantage for American 
auctioneers’ accounts. 

Vol. III.—Builders’ Accounts, by J. A. Walbank, A. C. A. This book 
gives the forms and books for builders’ accounts, elucidating each 
principle of procedure. 

Vol. IV.—Agricultural Accounts, by T. Wheeler Meats, A. S. A. A. 
This is perhaps the most practical book of all the volumes of the 
Accountants’ Library. It is brief in nature and free from complications. 
The correct handling of all farm accounts in two books only is fully 
explained and illustrated by forms. It contains comprehensive forms for 
Cash Book, Tabular Ledger and departmental Profit and Loss Accounts. 

The book devotes further a part to the “Income Tax,” as relating to 
agriculture, but this part is more local (English) in its scope. 

Vol. V.—Theatre Accounts, by W. H. Chantrey, F. C. A. The book 
takes up Theatres’ and Theatrical Companies’ Accounts, giving full and 
complete forms of statements and also models for account keeping. 

Vol. VI.—Co-operative Societies’ Accounts, by F. H. Sugden. This 
volume not only gives the bookkeeping and accounts of codperative 
societies with all forms and auditing, but concludes with instructions and 
details for a system of check, a very important feature for this class of 
accounts. 

Vol. VII.—Gas Accounts, by the Editor of the Accountants’ Library. 
This book does not lay any claim to absolute completeness; it merely 
deals with the sale of gas, sale of fittings, residuals, and also of expendi- 
tures, giving all the bookkeeping forms as well as miscellaneous matter 
pertaining to Gas Accounts. It enables accountants to understand the 
system upon which the accounts of these undertakings should be framed, 
while at the same time giving information which it is thought will be 
found of value to those actually engaged in this industry upon all the 
more important points in connection with the accounts. 

Vol. VIII.—Mineral Water Manufacturers’ Accounts, by J. Lund, 
A. S. A. A., and G. H. Richardson, F. S. S. This book contains mostly 
forms for books and accounts of this class of industry, elucidating here 
and there some of the important principles involved. 

Vol. [X.—Stockbrokers’ Accounts, by W. D. Callaway, A. C. A. The 
book gives the system of dealings for brokers and jobbers; it also gives 
specimens of accounts for the brokerage business. It further contains a 
glossary of names and terms in common use among counting houses and 
stockbrokers. 

Vol. X.—Bookkeeping and Accounts for Grain, Flour, Hay, Seed, 
and Allied Trades, by George Johnson. In the introduction the author 
states: “ Different trades naturally possess different peculiarities, arising 
from their special nature, routine and magnitude, and these characteristics 
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are invariably illustrated in the design of some of the account books, 
and the treatment of the transactions recorded therein.” 

The forms of account books given in this volume certainly illustrate 
the characteristics and peculiarities of the trades to which they refer; 
they show the ordinary routine of sales, purchases, etc., how they are 
effected, the bookkeeping features in all their details, and finally how to 
audit the books. 


Vol. XI.—Polytechnic Accounts, by H. Calder Marshall, F. C. A. 
This book is a guide to the accounting of polytechnics, and while it is 
more adapted for English institutions, yet it could be modified for some 
American institutions with advantage. 


Vol. XII.—Solicitors’ Accounts, by Lawrence R. Dicksee, M. Com., 
F. C. A. The book is designed to give all forms and principles for the 
correct keeping of solicitors’ accounts. This book, like the former, is 
more local (English) in its scope, but some of the important features 
could be adopted for the accounts of attorneys in America. The use of 
the Cash Journal is brought out here prominently, and gives the inter- 
mediate student of accounting a drill in keeping correctly this book. 


Vol. XIII.—Pawnbrokers’ Accounts, by Fred. Thornton and _ J. 
Henry May, A. S. A. A. While this volume is a purely local study deal- 
ing with Pawnbrokers’ Accounts according to the English Act of Parlia- 
ment of 1872, some forms may be adapted to a general pawnbrokers’ 
business in America with advantage. 


Vol. XIV.—Engineers’ and Shipbuilders’ Accounts, by Francis G. 
Burton, A. S. A. A. The book gives all the books and forms for this 
class of accounts, and elucidates the principles involved in dealing with 
these accounts. 

Vol. XV.—Tramway Accounts, by Donald McCall. This book gives 
a very complete and detailed résumé of Tramway Bookkeeping and 
Accounts, with forms for Revenue Account, Capital and Income and 
Balance-Sheet; it also contains a complete list of General Ledgers and 
Subsidiary Accounts, as well as items chargeable thereto. It further 
presents a full description of each section of Tramway Accounting work, 
and specimens of forms and books. It also contains notes on stocktaking, 
auditing, handling of sinking funds, depreciations, rentals and reserve 
funds, insurance and valuation for assessments. 

Vol. XVI.—Australian Mining Companies’ Accounts, by Danvers 
Godden and Wm. H. Robertson. As the name suggests this book gives the 
modus operandi of the accounts of mining companies as they are worked 
in Australia. Its devices are more in accord with law than principle. A 
chief feature of this book is the treatment of the peculiarities of the “no 
liability’ system prevailing there, and which, of course, constitutes the 
main topic of such accounts. 

Vol. XVII.—Printers’ Accounts, by H. Lakin-Smith, F. C. A. While 
this work takes up the system of accounts for printers as practiced in 
England, yet it covers the working of the entire industry, and many forms 
could, with advantage, be adopted here. 
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Vol. XVIII.—Medical Practitioners’ Accounts, by J. H. May, A. S. 
A. A. The book gives all forms and books of accounts necessary for the 
correct handling of this class of accounts. 

Vol. XIX.—Water Companies’ Accounts, by Frank Key, A. S. A. A. 
The book gives forms illustrating the principal and subsidiary books as 
well as statistical forms for this class of accounts. It is especially desir- 
able on account of the appendix, which contains a set worked out in 
detail. 

Vol. XX.—Fishing Industry Accounts, by Charles Williamson, 
M. A., C. A. The book gives all forms and books of account required 
for the proper handling of this class of accounts, suitable, however, 
mostly for England. 


PART II (Section A). 


Vol. I—The Students’ Guide to Accountancy, by Lawrence R. Dicksee. 
The treatise gives the actual range of business conducted in Accountants’ 
offices, in England especially. It also gives the scope of Preliminary, 
Intermediate and Final examinations for the C. A. degree. It further has 
an outline for the study of accounting with reference to various books on 
the different subjects, but it is more adapted to meet the English than the 
general requirements of the profession. 

Vol. I1.—The Accountants’ Assistant, by Thomas Beckett. The 
book is an index to the accountancy lectures and leading articles reported 
in The Accountant, The Accountants’ Journal, and other periodicals, 
during the last thirty years of the Nineteenth Century, to which is added 
a list of the principal treatises now in use on each of the 117 subjects 
mentioned. The book lacks, however, descriptive matter. 

Vol. III.—Bookkeeping for Accountant Students, and 

Vol. IV.—Bookkeeping Exercises for Accountant Students, both by 
Lawrence R. Dicksee, are among the best books on elementary accounting. 
The former gives the theory of double entry bookkeepmg, and is so 
arranged as to make it possible for a student to acquire a thorough knowl- 
edge of the subject matter in a short space of time. It begins with the 
introduction of the books of account, showing simple Ledger Accounts and 
the closing of the Ledger, followed by chapters on the “ Continental” sys- 
tem, the closing of the Ledger on the “ Continental” system, accounts 
of traders, with complete sets of transactions worked out, the adjustment 
of accounts and self-balancing ledgers, the accounts of a manufacturing 
company, concluding with forms of accounts and account books. The 
book also contains a few examination papers as well as definitions of 
commercial terms in common use. 

Bookkeeping Exercises is a supplement to the former, and, in the words 
of the author, “has been compiled to meet the requirements of those 
accountant students who desire a well-selected series of exercises to 
work through, with a view to testing their practical knowledge of book- 
keeping, preparatory to presenting themselves for examination.” It has 
exercises for writing up Cash Books and Journals, the preparation of 
Trial Balances and Balance Sheets, Manufacturing Accounts, Companies’ 
Accounts, Foreign Exchange, and problems of partnership affairs. 
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Vol. V.—The Principles of Bookkeeping, by Carlill. The beginner 
in accounting will find in this book a good deal of the theory of 
accounts and also how to adjust the accounts of an insolvent estate. 
The handling of self-balancing ledgers is also fully explained in this book. 

Vol. Vi.—Accounting in Theory and Practice, by George Lisle. To 
use the author’s words: “The object with which this book has been pre- 
pared is to supply the demand for a text-book dealing with the principles 
of advanced bookkeeping and accounting. It is a text-book not only for 
the use of accountants, bookkeepers or investors, but also for business men. 

It gives very exact definitions for the terms used in accounting, and 
contains a large number of exercises, together with solutions. The ele- 
mentary student would, in the case of this book, do well to cover thor- 
oughly pages 1-142. The rest of the book, beginning on page 194 to the 
end, would be better for the intermediate student. Pages 142-194 cover 
trust and executors’ accounts, and as these have to be in accordance with 
the requirements of the law, the student will not derive great benefit 
from the study in this book, which describes such accounts as they are 
required in England. 

Vol. VII.—Partnership Accounts, by Percy Child. The book as a 
whole treats of the formation and dissolution of partnerships, illustrating 
with examples the various problems that may confront not only the 
accountant, but the average business man. Although some of the solu- 
tions are in accordance with the English Partnership Act, yet the logical 
explanation in most cases makes it a desirable book for American account- 
ants as well as business men. 

Vol. VIII.—Accounting and Business Practice, by John H. Moore 
and George W. Miner. Although about half of the book is devoted to 
ordinary bookkeeping drill, yet the student of elementary accounting will 
find here plenty of material for theory of accounts and also for practical 
accounting relating to partnership affairs. It also contains the theory of 
single entry and the change to double entry bookkeeping and corporate 
accounts. The book devotes further about 90 pages to bank accounting, 
and the beginner will find this book with 

Vol. IX.—Packard’s Bank Bookkeeping (2 volumes), very valuable for 
understanding the mechanism of banking and its practical application. 

Vol. X.—New Science and Practice of Accounts, by Soulé. Although 
voluminous and with an inclusive title, the accounting student finds little 
satisfaction for his inquiries, as the book contains more bookkeeping 
than accounting. The book is worthy of perusing, however, for the 
specialized bookkeeping it contains such as: Physicians, Hotels, Steam- 
boat, Railroad and Commission. It also handles corporation accounting, 
some banking and accounts current, as well as equations of accounts. 

Vol. XI—Bookkeeping and Other Papers, by Gerard Van de Linde. 
This book is good for students of elementary accounting for the clear 
explanations of double entry principles it possesses. A form for recon- 
ciling cash-balances with bank pass books is given. The book further 
contains the accounts of the Bank of England. It is more adapted to 
English than American methods. 
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Vol. XII.—Bookkeeping Simplified, by Wright. While the book does 
not possess any extraordinary merit for accountants or accounting 
students, it contains a glossary of Wall Street terms and a statement of 
Wall Street methods. It also contains stock brokers’ accounts and books. 

Vol. XIII.— Insurance — Office, Organization, Management, and 
Accounts, by T. E. Young and R. Masters. The chapter pertaining to 
accounts of insurance companies is a clear exposition of the leading 
principles of bookkeeping, as used in insurance companies’ offices. 

Vol. XIV.—The Theory of Accounts, by F. S. Tipson. The book 
contains the C. P. A. questions in the above named subject given at the 
N. Y. State examinations from December, 1896, to June, 1902, inclusive, 
with answers and explanations. 

Vol. XV.—Practical Accounting, by W. H. Dennis. Consists of 
a series of problems and of forms. The author in his preface 
states: “It is my belief that it meets the requirements of all students of 
accounting, who seek practical experience in a subject which can otherwise 
be gained only by the usual and long drawn out clerkship.” Truly may it 
be said that the text of the problems with the form books (26 in number) 
give practical experience not only for the beginner, but for the intermediate 
student as well. The text is divided into four parts: Part I containing a 
manufacturing business, where the student acquires the knowledge of 
opening partnership accounts, preparing Manufacturing, Trading, Profit 
and Loss Accounts and Balance Sheets, adjusting affairs at the admis- 
sion of a new partner and Realization and Liquidation Accounts. The 
features of Part II are: Cost Accounting, Statement of Affairs of an 
insolvent concern and the sale to a corporation. Part III contains 
accounts incident to a corporation, while Part IV deals with commission 
bookkeeping. 

Vol. XVI.—Manual for Opening and Ciosing the Books of Joint 
Stock Companies, by A. J. Carne. It is a book designed- for experienced 
bookkeepers and gives methods and illustrations of opening the books of 
joint stock companies. The beginner can derive valuable information by 
applying the illustrations, with some modification, to corporate accounts. 

Vol. XVII.—Corporation Accounting and Auditing, by D. A. 
Keister. The various forms of books and accounts pertaining to corpora- 
tions are given. There are also 325 questions and answers on topics 
covering important points on negotiable instruments. This in connection 
with 

Vol. XVIII.—Corporation Accounting and Corporation Law, by 
J. J. Rahill, will give the average accounting student a most thorough 
training in corporate affairs. The latter is very valuable for the corpora- 
tion law it contains and the clear and logical use of terms and treatment 
of corporate accounts. The second part treats of practical accounting, 
opening and closing of corporation books, partnership conversions, con- 
solidation of corporations, and bank organizations. It further contains a 
valuable appendix, in which is given the questions set at the fifth exami- 
nation held by the California State Board of Accountancy, June, 1904, 
with detailed answers thereto. 
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Vol. XIX.—Manual for Accountants, Vol. I, by C. Eddis. The 
book gives the Intermediate Examinations, set at Canadian C. A. exami- 
nations, dealing with bookkeeping, storeholders’, partners’ and executors’ 
accounts, joint stock companies, auditing, insolvencies, etc. 

Vol. XX.—Encyclopedia of Accounting, edited by George Lisle 
(8 volumes). These books are valuable to the beginner for the definitions 
and forms that are in use in accounting, as given here. They also contain 
numerous articles on accounting. 












Amazing Stroke of Generalship. 


& 
It is reported from New York that the Insurance Commissioners rep- at 
resenting eleven States have adopted a resolution advocating that insur- i 
ance companies shall, in their annual statements this year, value their i 
security holdings on the basis of prices at December 31, 1906, on the 
ground that present panic prices do not represent the actual values, and 
that otherwise many companies will be’ obliged to acknowledge severe im- 
pairments of capital and surplus funds on account of the enormous decline 
in prices. America has, within recent years, surprised us in matters 
relating to insurance, but this advocacy of the issue of false balance- 
sheets is an amazing stroke of generalship. As securities of the first class 
—Government and State bonds, railroad mortgage bonds, and the like— 
have not depreciated to any great extent, a pertinent question would be: 
To what extent must the companies be invested in highly speculative 
undertakings that they fear to disclose their figures?—London Account- 
ants’ Magazine. 
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Accountancy in Holland. 


By G, P. J. HoGewec, 
Editor of the Dutch Magazine, “ Accountancy.” 


You asked me some time ago to write a short article on 
“ Accountancy in Holland,” and I am glad herewith to comply 
with your request and to give you some information, from which 
you will gather that we are not yet at the very end of our wishes, 
and that much remains to be done to give accountancy its proper 
place in our commerce and industry. 

Though naturally for many years bookkeepers have now and 
then performed the work of an accountant on order of their prin- 
cipals or in their free time during evening hours, the name 
“accountant ’”’ and the business of an accountant began to be 
known in our country and to be studied with care only after the 
formation of the first society of accountants, named “ Het 
Nederlandsch Instituut van Accountants,” fourteen years ago. 


The object of this society was to promote the use of account- 
ants as auditors, liquidators, and administrative experts, and 
further to try to have the profession regulated by law as regards 
the cases in which the aid of accountants would be imperatively 
prescribed, as also as regards the rights and duties of the 


accountants. 

Between the date of the formation of the Instituut and to-day, 
other accountants’ societies have been formed out of and by those 
who for some reason or another would not comply with the rules 
of the Instituut or in other cases could not comply with these 
rules. All of these societies were formed on nearly the same lines 
as the Instituut, and named in their regulations nearly the same 
objects as their elder sister. 

Let us see how far they have succeeded in attaining their end. 

As to the first part (promote the use of accountants) their 
efforts have had much success. More and more the services of 
accountants are being used for the regular auditing of admin- 
istrations as well as for special examinations in cases of recon- 
structions, formation of new companies, entry or withdrawal of 
partners or as experts in case of bankruptcy or voluntary 


liquidations. 
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On the other hand, there are still quite a large number of 
business men who do not appreciate the very important services 
of accountants in various businesses. There remains still very 
much to be done before the societies of accountants can omit from 
their by-laws the paragraph relating to the propaganda for the 
use of accountants. At the same time I am pleased to say that 
we may report very good progress in this matter. The period- 
icals on the subject, and especially the monthly paper “ Account- 
ancy,” which is independent of any of the societies, assist effectu- 
ally to give the public the necessary insight into the business of an 
accountant and the value of his services to the public. 

As to the second end which the societies of accountants have 
in view, viz., the legal regulation of the profession, until now 
it has not been possible to obtain this. In the Dutch laws the ac- 
countant is not yet mentioned. Accountancy is still a free pro- 
fession and every office boy is allowed to hold himself out as an 
accountant, if he cares to do so. There are no rules in our laws 
relating to the audit of public companies, nor are these concerns 
obliged to publish annual accounts and reports, though most of 
them do so. 

I regret very much to acknowledge that our country is so 
much behind many other countries in this regard, and that even 
various Chambers of Commerce replied in the negative to the 
question put to them by one of the ministers a couple of years ago, 
whether they were of opinion that legal regulation of the account- 
ants’ profession was necessary. On the other hand, you will 
conclude from the above that this question receives attention from 
our legislators also, so that we may entertain the hope that ere 
long a bill on this subject will reach the Chambers. Our legisla- 
tors have, however, so much pressing work that it is better not 
to be too optimistic as to this. 

In order to give you an idea of the extension which account- 
ancy has obtained in our country I give you herewith a list of 
the various accountants’ societies with the number of their 
members : 

Nederlandsch Instituut van Accountants, about 90 members 


Nederlandsche Bond van Accountants........ 22 members 

Nederlandsche Academie van Accountants.... 10 members 

Nederlandsche Organisatie van Accountants.... 19 members 

Nederlandsche Vereeniging van Accountants... 26 members 
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The last mentioned society has been formed only a couple of 
months ago by members of the Instituut who were dissatisfied 
with the way in which matters were going on and who now are 
trying to realize their ideals outside the Instituut, which they 
could not do as members of this society. Nevertheless many 
accountants regret that further separation has taken place where 
concord is so necessary to attain the aim—legal regulation of the 
profession. In considering the above list you must not forget 
that Holland is only a small country and that there are still 
many so-called accountants who are not members of any of the 
societies. 

Special care is being paid to the examinations which candi- 
date members have to pass before they can be nominated. Only 
under very special circumstances is it possible to become a mem- 
ber of one of the principal societies without passing the exam- 
inations. 

The accountant students form as a separate group part of the 
societies. They are registered in the books of the societies as 
“ assistants,” and only those so registered are allowed to join 
in the examinations. The assistants of the “ Instituut ” and of 
the “ Nederlandsche Accountants Vereeniging ” have formed in- 
dependent student societies in Amsterdam and Rotterdam in 
which lectures are read and debating evenings organized in the 
same way as we see that the students do on your side. 

The education of future accountants is one of the principal in- 
terests to which the councils of the societies have to attend. They 
have therefore published detailed programs of the examinations, 
and the courses held under the auspices of these councils are con- 
ducted by the most prominent men that can be had for this im- 
portant work. Our advanced schools give enough general knowl- 
edge to allow the students to follow successfully the special 
courses necessary for future accountants. All of these courses are 
held during evening hours, as not one of our students would be 
in a position to follow day courses, on account of their daily work. 

So far none of the societies has, however, required from 
the candidates proofs of practical experience in an accountant’s 
office before admitting them to the final examination. Our ac- 
countants are nearly all educated in commerce and in the offices 
of the banks, as the special accountants’ offices where assistants 
are regularly engaged have been growing in number and import- 
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ance only during the last two years. Many of the members of the 
societies perform their accountancy work during evening hours, 
and on the days they can spare from their other duties. This 
fact, lack of proof of practical experience, is, as we nearly all 
admit, not the ideal position, but with the questions put at the 
examinations we try to inquire after the practical knowledge of 
the candidates as well as after their theoretical knowledge. About 
these examinations I hope to write you another time. 

The only point I have in view now is to give you an idea of 
the situation of the profession in Holland. I feel quite sure that 
much can be done to improve this situation, but I feel just as 
sure that the average true accountant of Holland does not stand 
behind his colleagues in England and America as to practical 
experience and knowledge. Methods of bookkeeping conform to 
a high standard in many large concerns, and we daily improve 
them where this point is not yet reached. Hollanders have always 
liked their freedom and have an aversion to legal prescriptions 
where they are not absolutely necessary, and this accounts, per- 
haps, partly, for the fact that our profession is not yet regulated 
by law. But if this regulation comes it will only be on such 
lines that the public is protected against the acts of incompetent 
persons who would try to hold themselves out as accountants. 
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EDITORIAL. 
Government Control of Corporations. 


Seldom does an after-dinner audience have the luck to listen 
to an address so sane in substance and so chaste in style as that 
delivered by Mr. Sells January 10 at the Annual Dinner of the 
New Jersey Society of Certified Public Accountants. The address, 
which was published in full in the January issue of THE JouRNAL, 
has been re-published in hundreds of newspapers in all parts of the 
country and has been made the text of innumerable editorials. 

During the last three or four years there has been a wearisome 
lot of talk about predatory wealth and the exploitation of the 
common people by the very rich. The results of the insurance 
investigations two years ago seemed to justify this talk. Rail- 
roads have been found guilty of violating the law against rebates. 
The Standard Oil Company has been fined $29,000,000 because of 
repeated violation of the law. President Roosevelt has given the 
people the impression that practically all the managers cf great 
business corporations not only consider themselves above the law, 
but are constantly violating it. So loud and persistent has this 
talk been that the average man has come to the conclusion that 
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graft is now more common in business than it ever was in politics. 
It is against views and conclusions of this sort that Mr. Sells 
raises his voice. 

In his address he makes three points very clearly. He con- 
tends first that private business is more efficiently managed than 
public business. His second contention is that private business 
affairs are more honestly conducted than public affairs. Finally, 
he argues that the government regulation of railroad corporations 
has proved a positive injury to the United States. 

We doubt if anyone not holding a political job will question the 
accuracy of Mr. Sells’ statement that private business is better 
managed than public. Most public officials are in the first 
instance politicians. They owe their positions to their political 
ability and usefulness, and not to their business ability. This is 
not saying that all our public servants are incompetent as business 
men, but simply that such of them as are competent are exceptions 
in office and not the rule. Unfortunately, men who can succeed in 
business do not seek public office unless they are dishonest and see 
in office-holding a lever for the increase of their private business 
transactions and profits. The notion that public officials can man- 
age business better than private citizens is the fundamental dogma 
of socialism, yet it has been proved erroneous by the experience of 
men ever since the beginning of history. 

Just at present many people may be inclined to question Mr. 
Sells’ view with regard to the integrity of our business men, yet 
in the long run we believe his view will be pronounced the sane 
and accurate one. No man familiar with the history of American 
politics, and with the methods which almost everywhere win 
political success, can doubt for a moment that commercial ethics 
in the United States is on a higher plane than political ethics. 
The chief asset of the modern business man, especially in the 
United States, is the reputation for integrity and square dealing. 
Without credit he cannot succeed and without character he can- 
not get credit. This fact will probably be granted by many men 
who nevertheless contend that our great captains of industry and 
finance, having got control of millions of money, are able by sheer 
force of accumulated capital to consummate deals which strangie 
competition, defraud the small investor and rob the plain people. 
Against this view Mr. Sells declares that in his opinion, judging 
by what his eyes have seen, “it is the unassailable truth that 
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almost any one of the men who stand at the head of our great 
business institutions is far more competent to run the government, 
and would run it more economically, more wisely and more 
honestly than any of those who are running governments.” As 
for incompetency and dishonesty, he gives us his deliberate esti- 
mate that “ there is less than 10 per cent. of both among men in the 
management of corporations generally and at least 90 per cent. of 
of both among public office-holders.” 

We are inclined to believe that this estimate is near the truth. 
The road which leads to the highest business success is one on 
which a dishonest man cannot easily keep his footing. In the very 
beginning he must win the confidence of those ahead of him, for 
he cannot get on without their help. He must get the confidence 
of bankers, for he needs the support of their credit and he must 
win the confidence of those struggling along with him or he 
never will be chosen to be their leader. In almost all cases our 
great captains of industry and finance have earned their right to 
leadership by long years of intelligent and faithful service in the 
ranks. Just as our musicians, our preachers, and our teachers are 
those whom nature has best fitted for their callings, so are our 
bank presidents, our railroad presidents and our corporation man- 
agers, as a rule, the very best men that society can find to do the 
work which they do. 

There is a world of difference between government control 
and government management of corporations. One may admit 
that government officials would not manage our railroads as 
efficiently or as honestly as they are now managed, and yet believe 
that private management of those corporations should be subject 
to considerable regulation by law. It is true, as Mr. Sells points 
out, that transportation and agriculture in the United States have 
lagged behind certain other important industries, but it is by no 
means certain that the development of these industries has been 
retarded by unwise or excessive regulation. In the seventies and 
eighties this country built railroads far in advance of the demand. 
It was natural, therefore, that the construction of new mileage 
in the nineties should decline. In the same way, during the first 
seventy years of the last century this country devoted the greater 
part of its energy to the extractive industries. Agriculture was 
the backbone of our economic organization. But within the last 
two generations, partly because of the profitable home market, 


314 














Editorial. 


partly because of our great natural resources in iron and coal, and 
largely because of the expansion of our railway systems, manu- 
facturing industries have leapt forward at a pace which has 
thrown the farmer into the background. It will not be at all sur- 
prising if during the next thirty years the pendulum takes an 
opposite swing and brings the farmer once more to the front as a 
wealth producer. 

Whether or no the Interstate Commerce Act of 1887 was a 
mistake and has worked injury, is certainly a debatable question. 
That act created a federal railroad commission which had a long 
tail but no sting. For many years it enjoyed the privilege of 
rendering opinions, but it had no power to enforce them. The 
act also prohibited pooling and forbade the exaction of a higher 
rate for a long haul than for a short haul. Impartial students of 
the railroad business have almost unanimously condemned the 
anti-pooling clause of the Interstate Commerce Law. That 
clause, more than any other one thing, has doubtless been respon- 
sible for the vast assembling of railroad capital into the hands of a 
few men, which has been the conspicuous feature of railroad 
finance in recent years. Since destructive rate wars, injuring both 
shippers and stockholders, could not be prevented by “ gentlemen’s 
agreements,” and since the law forbade railroads to pool their 
receipts, joint ownership became inevitable as the only practical 
solution of the problem. There are many good reasons for 
believing that the public in the long run will be benefited, that 
rates will be steadier and lower and the service of railroads 
better, because of the fact that competing lines of road, in spite of 
and without open violation of the anti-trust law, are coming under 
the control of men disposed to work in harmony with one another. 

There are two kinds of corporation regulation, one wise and the 
other foolish. It is folly for Congress or for state legislatures to 
prescribe the rates that railroads shall charge. We believe it also 
to be folly to prescribe the methods or limit the amounts of their 
capitalization. These are matters which can best be regulated by 
the natural laws of business and finance. Nevertheless, our rail- 
road managers have the power, and sometimes they exercise it, to 
make or unmake communities, to build up one city at the expense 
of another, to divert net income into the treasuries of barnacle com- 
panies at the expense of the small stockholders, and to humbug the 
small investor by the concealment of facts or by the juggling of 
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accounts. Such being the case, it will be impossible to convince 
the American people that the railways should go unregulated. 
The public demand regulation, and it is the duty of Congress to 
see that the regulation provided is wise, scientific and effective. 
The underlying principle of such regulation must be fair play for 
the railroad as well as fair play for the public. 





Accountancy in Other Countries. 


We have recently received the formal report of the 1907 
Convention of the New Zealand Accountants’ and Auditors’ Asso- 
ciation. The report is especially interesting to American account- 
ants because it indicates how similar are the problems with which 
the profession all over the world is confronted. Many of the 
resolutions and speeches, indeed, with a few verbal changes could 
be readily applied to American conditions. New Zealand account- 
ants, as the following resolution shows, are considering the same 
question of regulated fees which has been agitated in The Ameri- 
can Association of Public Accountants : 


_ Resotvep, That it be a recommendation to the ordinary general meet- 
ing that the question of formulating a scale of fees for public accountants 
be referred to the various local centres for consideration. 


The following resolutions, which exceed in their scope and 
severity anything that has been seriously proposed in this country 
in connection with corporation accounts and auditing, will also be 
found interesting: i 


RESOLVED (a), That the Government be requested to amend the 
Companies Act, 1903, so as to provide that in cases of voluntary liquida- 
tion of a company the final accounts shall be certified to by an accountant 
who shall be a member of a recognized accountants’ society. 

(b) That the Government be requested to amend the Companies Act, 
1903, sO as to provide that in cases of the proposed voluntary liquidation 
of a company having no uncalled capital, and where it is apparent the 
assets will not be sufficient to discharge the creditors’ claims, the liquida- 
tors under such voluntary liquidation shall be appointed by or at the 
direction of the creditors, and not by shareholders without consideration 
of creditors’ interests, as at present. 

(c) That the Government be requested to introduce a short bill pro- 
viding for the compulsory audit of the books and accounts of all regis- 
tered public companies by an accountant who shall be a member of a 
recognized accountants’ society. 

Resotvep, That the Government be requested to amend the Companies 
Act, 1903, in order to provide for the imposition of a specific penalty upon 
directors of a public company registered under this Act, should they at any 
meeting called for the purpose of receiving an audited statement of 
accounts refuse or neglect to read or have read at such meetings the 
auditor’s report relating to such accounts. 
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Editorial. 


No doubt many of the candidates for the C. P. A. degree in 
American states would heartily approve of some such innovation 
as is contained in the following resolution: 


RESOLVED, That it be a recommendation to the Council that the number 
of examiners be increased, in order to insure that the results of 
examinations shall be announced as soon as possible after the conclusion 
of the examinations. 


But the most interesting of all in some respects is the glimpse 
we get of the relations between accountants and the universities 
from the following resolutions: 


RESOLVED, That in view of the fact that the New Zealand University 
has not yet adopted a sufficiently comprehensive Syllabus in accountancy 
subjects, this Convention is unable to recommend the Association to enter 
into negotiations with the University in respect to the preparation of papers 
and the conduct of examinations in accountancy subjects. 


We also print in this issue a frank and unusually vivid de- 
scription of conditions in Holland, as viewed by a leading public 
accountant. Mr. Hogeweg’s article indicates that accountancy in 
Holland is passing through the same stages of internal dissension 
and absence of proper recognition from which American account- 
ancy is just emerging. It seems, however, a matter of only a few 


years until Dutch accountants will work into a far more satis- 
factory position. 

THE JOURNAL OF ACCOUNTANCY, on behalf of American 
accountants, extends its congratulations and best wishes to our 
foreign brethren, who are guided by the same ideals, and are 
striving to reach the same objects as ourselves. Every step for- 
ward they take is in the larger view a gain not only to themselves 
but to the profession of accountancy the world over. 


Mr. Sells’ Address. 


It is the accountant who speaks, and he bases his judgment entirely 
upon what the records and books of accounts have disclosed to his ideas. 
It is well said that the position of a public accountant in respect to cor- 
porations and their management is an entirely independent one. Unlike 
the attorney, the accountant is not expected to make out a case. He is 
asked to ascertain the facts, and these facts exist for his examination in 
form so tangible and so subject to other scrutiny than his own that, even 
if he were willing to prostitute his calling, he would never dare to do so. 

What, then, is the statement of this accountant with respect to the 
causes responsible for the great shrinkage in security values with the 
resulting business depression, from which the whole country is now 
suffering? He points out that the answers so generously provided are 
very wide of the mark. Usually they involve grave reflections upon cor- 
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porate management. We are told that the corporation managers are dis- 
honest; that they “exploit” the people and their utilities; that they put 
their own enrichment above their duty to the stockholding interest or to 
the public, and that before there can be a return of the splendid pros- 
perity the country was recently enjoying, the corporation must be regu- 
lated, and the Government must step in with a sharp eye and a big stick. 

In opposition to these views, Mr. Sells declares it the unassailable 
truth that almost any one of the men who stand at the head of our great 
business institutions is far more competent to run the government, and 
would run it more economically, more wisely, and more honestly, than 
any of those who are in the business of running governments. 

Mr. Sells also dwells on the inter-relation existing between the rail- 
ways and agriculture, and he shows by means of figures that the effect 
of the Government regulation has been not only to hamper the railway 
industry but agriculture as well. Both record much smaller proportionate 
growth than other branches of human activity. He calls the railways and 
agriculture the two greatest business interests of the country, a fact 
which no one can dispute, and he lays down the further unassailable pro- 
position that everything which tends to restrain capital from investing 
in railway enterprises, everything that retards the extension of railways 
into new and undeveloped country, checks the settlement of new farms 
and the production of new crops. Prior to the passage of the Interstate 
Commerce Act in 1887 railway construction had progressed in line with 
the development of business generally, but since that time, notwith- 
standing the enormous increase of capital resources, the railway industry 
has fallen far below other lines of development, and with it, also, has 
fallen the agricultural interests. 

Altogether, Mr. Sells, it will be seen, has succeeded in crowding many 
facts and much solid truth into his remarks, and the address, coming 
from such a well-informed public accountant, must be considered as 
forming an important contribution to the discussion of the -subject.— 
Commercial and Financial Chronicle, January 25, 1908. 








NEWS AND NOTES. 
Accountancy in the University of Minnesota. 


The University of Minnesota announces that, through the generous 
courtesy of the Minneapolis Association of Life Underwriters, the Minne- 
apolis Fire Underwriters Association, the Minnesota and North Dakota 
Fire Underwriters Association, and the Minnesota Society of Public 
Accountants, the University is enabled to offer gratis to the public two 
Semester courses of lectures; one on Insurance, and the other on 
Accounting. The course on accounting is as follows: 


ACCOUNTING. 
Monpbay EVENING AT 8, Room 16, Liprary BuILpING. 


February 10: Mr. J. Gordon Steele, Chartered Accountant, “The 
History of Accounting.” 
- February 17: Mr. J. Gordon Steele, “ Accounting Records and their 

ses. 

February 24: Mr. Herbert M. Temple, Public Accountant and 
Auditor, “ The Accounting Routine of a Life Insurance Company.” 

March 2, 7: Mr. Louis Betz, City Comptroller of St. Paul, “ Municipal 
Accounting and Routine.” 

March 16: Mr. Herbert M. Temple, “ The Accounting of Banks.” 

March 23: Mr. Herbert M. Temple, “ Accounting in the Flour Milling 
Business.” 

March 30: Mr. Ralph E. Johnson, Assistant Public Accountant, “ Coal 
Operations and Accounting Routine.” 

April 6: Mr. J. Gordon Steele, “The Accounting of Street Railways.” 

April 13: Mr. G. R. Martin, Assistant Controller G. N. Ry. Co., “ The 
Administrative Organization of Railroads.” 

April 20: Mr. G. R. Martin, “ The Accounting of Railroads.” 

April 27: Mr. Ralph D. Webb, Public Accountant and Auditor, “ The 
Accounting of Jobbing Houses.” 

May 4: Mr. Herbert M. Temple, “ Accounting in the Retail Trade.” 

May 11: Mr. Herbert J. Freeman, Assistant Public Accountant, “ The 
Accounts of Saw Mills and Lumber Yards.” 

May 18: Mr. Herbert M. Temple, “The Accounting of Fire Insurance 
Companies.” 

May 25: Mr. J. Gordon Steele, “ Auditing and the Duties and Re- 
sponsibilities of a Public Accountant and Auditor.” 


Professor John H. Gray, under whose direction this work is organized, 


says of these courses: 


“They ought to be of great value and interest to all insurance agents, 
insurance brokers, insurance clerks, accountants, accountants’ clerks, 
auditors, bookkeepers, bank clerks, brokers’ clerks and to all other aspiring 
young men who want to enlarge their knowledge of the general principles 
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of their business, and to increase their general efficiency and earning 
capacity, and especially to such as wish to break away from the mere 
routine to which modern specialized business tends to confine them. 

“One can no longer learn the principles of a business in a large office. 
If he is deprived of regular collegiate training in these matters, and wishes 
to rise, he must acquire a thorough grasp of the general principles of the 
business by study and instruction outside and apart from the business 
itself.’ 


The Pioneer Press of St. Paul says editorially of this work: 


“With the opening of the second semester, the University of Minne- 
sota will start two courses in practical economics which, it is hoped, will 
be the beginning of a school of business. These two courses are at once 
eminently practical and notable. They are notable because they repre- 
sent the only business courses offered in the department of economics in 
any university within fifteen hundred miles. The University of Pennsyl- 
vania and |the University of the City of New York have such business 
courses, but facilities in other institutions of higher learning are lacking 
along similar lines. The courses have been established through the instru- 
mentality of the head of the department of economics and sociology, Prof. 
John H. Gray, in codéperation with officials of the two associations under 
whose auspices the lectures are to be given. 

“ Discussion at the meeting of the National Association of Accountants 
in this city last October turned in a vigorous manner toward the lack of 
means of education for accountants. There seems to be but one or two 
places over the country where systematic training can be obtained in the 
higher branches of accounting. This training, above that afforded in busi- 
ness colleges, is necessary in order to attain the excellence demanded by 
examination for certified public accountant in those states which have such 
an office established. Seven universities of the country had representa- 
tives at the national meeting here to take part in a discussion on the best 
means by which such courses as would supply the lack could be offered. 
Out of those discussions grew the organization of the two courses which 
the university is offering. 

“In addition to the direct benefit to the students through the opportuni- 
ties of such courses, the fact is worthy of notice that these lectures have 
been arranged only through the assistance of twenty or more men who 
have consented to speak. These are all men who in their daily’work use 
the facts they will impart to the students, which is additional assurance 
of the practicability of the courses. This bringing of the people to the 
university as lecturers extends the influence of the institution by so much 
and augurs much for the future of the business school it is hoped to 


establish.” 
Ohio. 


A C. P. A. bill has been introduced in the General Assembly of Ohio. 
The bill provides that an applicant must have a high-school education or 
its equivalent and prescribes that the C. P. A. examination shall be in the 
usual subjects, “ Theory of Accounts,” “ Practical Accounting,” “ Audit- 
ing,” and “ Commercial Law as Affecting Accountancy.” The “ reciprocity 
clause” is as follows: 


“Section 6. Any person who is a citizen of the United States or has 
declared his intention of becoming such citizen, over twenty-one (21) years 
of age, of good moral character, and who has complied with the rules and 
regulations of said board pertaining to such cases, and who holds a valid 
and unrevoked certificate as a certified public accountant issued by or 
under the authority of any other state of the United States, or of the 
United States or the District of Columbia, or any territory of the United 
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States, or by or under the authority of a foreign nation, when said board 
shall be satisfied that their standards and requirements for a certificate as a 
certified public accountant, are substantially equivalent to those established 
by this chapter, shall receive from said board a certificate as a “ certified 
public accountant,” and such person may thereafter practice as a certified 
public accountant and assume and use the name, title and style of “ certi- 
fied public accountant” or any abbreviation or abbreviations thereof, in 


the State of Ohio.” 
Maryland. 


The Maryland Association of Certified Public Accountants has pre- 
pared and introduced the following “bill to protect the public against 
misleading and fraudulent financial statements of corporations” in the 
General Assembly of Maryland: 


Section 1. Be it enacted by the General Assembly of Maryland, That 
two new sections be added to Article 27 of the Code of Public General 
Laws, title “Crimes and Punishments,” sub-title “ Fraud—Corporate Mis- 
representation,” to follow Section 134, and to be known as Sections 134A 
and 134B, and to read as follows: 


134A. All Corporations incorporated under the laws of the State of 
Maryland and foreign corporations or corporations of other States, doing 
business in the State of Maryland, upon issuing or publishing any financial 
statement inviting the purchase of their stocks or bonds, or in issuing to 
the public any quarterly, semi-annual or annual balance sheets or state- 
ments of the financial condition or business of such corporations, or any 
published financial statement or statements for the purpose of public 
information in the State of Maryland, shall be required to have such 
statements verified by a Certified Public Accountant, and a certificate of 
such verification attached thereto, showing under what State laws the 
certified public accountant is authorized to practice. 

1348. If any such corporation shall issue or publish any financial state- 
ment or statements without the certification as provided in Section 134A 
of this Act, it shall be deemed and held guilty of a misdemeanor, and upon 
conviction thereof shall be fined not more than one thousand dollars 
($1,000), nor less than five hundred dollars ($500) ; and any officer, agent 
or employee of such corporation issuing or publishing any financial state- 
ment or statements, or any Certified Public Accountant knowingly certi- 
fying to the correctness of a statement issued or published by a corpora- 
tion, when such financial statement or statements issued or published are 
vitally incorrect or misleading, the officer, agent or employee making such 
financial statement or statements and the Certified Public Accountant certi- 
fying to such financial statement or statements shall be deemed guilty of a 
misdemeanor, and on conviction thereof shall be sentenced to imprison- 
ment for a term not exceeding one year and not less than six months, or a 
fine not exceeding three thousand dollars nor less than one thousand 
dollars; or both, in the discretion of the Court. 

Sec. 2. And be it further enacted, That this bill shall take effect from 
the date of its passage. 


New Jersey. 


The Tenth Anniversary Dinner of the Society of Certified Public 
Accountants of the State of New Jersey was held in Newark, Monday 
evening, January 20, 1908, with an attendance of about fifty persons. Both 
in numbers and in enthusiasm the dinner was highly successful. The 
notable address of President Elijah W. Sells of The American Associa- 
tion was printed in the January issue of THE JouRNAL oF ACCOUNTANCY. 

The complete list of toasts follows: 


321 














apg 






































a 






EL NRE mee 






— 








2 SAE SR ET 


The Journal of Accountancy. 


W. Sanvers Davies, C. P. A., Toastmaster. 


“The Society of C. P. A. of N. J.,” Frank G. Dubois, C. P. A. 

“The State and the City,” Edgar R. Brown, Newark Board of 
Education. 

“The American Association of Public Accountants,” Elijah W. Sells, 
C. P. A., President American Association of Public Accountants. 

“ Professional Ethics,” for the lawyer, Hon. Frank H. Sommer; for the 
professional accountant, T. Cullen Roberts, C. P. A., Secretary American 
Association of Public Accountants. 

“ Our Sister Societies,” Adam A. Ross, Jr., C. P. A., President Pennsyl- 
vania Institute of C. P. A. 

“C. P. A. Law and My Troubles,” Hon. Edward D. Duffield, formerly 
Assistant Attorney General of N. J. 

“ Legislation and C. P. A.,” George Wilkinson, C. P. A. 

“As Others See Us,” Capt. Charles J. Allen. 

“ Tips, Old and New,” Hon. Victor Smith, D. S. P. 

“The New Jersey Society at Columbus, 'St. Paul and Atlantic City,” 
Edwin E. Gano, C. P. A. 





Standard Municipal Schedules. 


At a meeting of the Executive Committee of The American Associa- 
tion of Public Accountants, held at Atlantic City on January 24, 1908, a 
resolution was passed authorizing the appointment of a Committee on 
Standard Schedules for Uniform Reports on Municipal Industries and 
Public Service Corporations. 

In accordance with the terms of the resolution, the following Com- 
mittee was appointed: Harvey S. Chase, Chairman; A. Lowes Dickinson, 
L. H. Conant, Duncan MacInnes, S. R. Mitchell, R. H. Montgomery. 

The Committee is expected to give consideration to the financial 
schedule of waterworks, together with the instructions accompanying it, 
recently submitted by Mr. L. G. Powers, Chief Statistician of the Bureau 
of the Census of the Department of Commerce and Labor, at Washington. 





Messrs. Lester Herrick and Herrick, certified public accountants, 
announce the restoration of their offices in the Merchants’ Building at San 
Francisco, and the establishment of their branch office at Portland, 
Oregon. 





News and Notes. 


Correspondence. 
To the Editors: 

Endorsing the article of Mr. Chas. N. Vollum, Certified Public 
Acccountant of Pennsylvania, in the 1907 “ Convention Number” of your 
JouRNAL, relative to the organization of a National Association of Certi- 
fied Public Accountants, distinct from the present American Association 
of Public Accountants, I beg to relate, as an item which may possibly be 
of interest in connection therewith, that after the passage of the C. P. A. 
law in Michigan, and the first examination held under it, in July, 1906, 
the six Grand Rapids accountants who received the degree, and of whom 
the writer is one, were requested to become members of the Michigan 
Association of Certified Public Accountants, into which the old Asso- 
ciation of Public Accountants had been reorganized, although only a por- 
tion of the membership were certified. All of the accountants referred to 
have thus far failed to avail themselves of the invitation then extended 
because of reasons identical with the objections raised by Mr. Vollum 
against The American Association of Public Accountants. 

Concerning this matter, I will say for myself (and I do not hesitate 
to attribute the same feeling to the other certified accountants in Grand 
Rapids), that when an association of certified public accountants is formed, 
with a constitution in harmony with the law enacted by the several states, 
it will receive whatever support is requested. 

Yours truly, 
C. H. Wiwxg, C. P. A. 





Uniform Accounting in Massachusetts. 


State Auditor Henry E. Turner of Massachusetts in his annual report 
submitted January 9, 1908, says among other things: 

“The additional duties imposed upon the auditor by chapter 139 of the 
Acts of 1907 he has endeavored to discharge. The accounts which he was 
required by said chapter to audit have all been carefully examined at 
least once during the year. Many changes in methods have been made, 
and all suggestions made by him have been cheerfully acceded to. It is 
his intention during the coming year to see that a uniform system of 
bookkeeping is installed in all the institutions.” 





Mr. Edward A. Ashdown has opened an office in the Mutual Life 
Building, New York City, where he will continue the general practice of 
accounting and auditing. 
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New York University Dinner. 


The Annual Dinner of the students of New York University School of 
Commerce, Accounts and Finance was held at the Hotel Knickerbocker, 
New York City, Saturday evening, February 1, 1008. The dinner was the 
largest and most enthusiastic that this department of New York Univer 
sity has ever held. Most of the members of the School Faculty and a 
number of distinguished guests, including several prominent accountants, 
were present, The toastmaster was Colonel Charles E. Sprague, Pro 
fessor of Accountancy in New York University. The speakers and their 
subjects were as follows: 

“Panics and Politics,” Hon, William B, Ridgely, Comptroller of the 
Currency; “ Philosophy of Panics,” Hon, Lyman J. Gage, Former Secre- 
tary of the Treasury; “New York University,” Dr. John H. Mae 
Cracken; “ Accounting as a Panic Prophylactic,” Prof. Leon Brummer; 
“Panics and Bad Laws,” Hon. John DeWitt Warner; “ Panics and 
Municipal Bonds,” Hon, Herman A, Metz, Comptroller of the City of 
New York; “Hard Times Come Again No More,” Dean Joseph French 
Johnson. 

Readers of Tue Journat or Accountancy will be especially inter- 
ested in the remarks of Prof. Leon Brummer, Secretary of the New York 
State Society of Certified Public Accountants. Professor Brummer said 
in part: 

Since the days of Nebuchadnezzar, writings on the wall have been most 
unpopular, “The writings on the walls” of to-day do not, as of old, 
appear as if by magic in the banquet halls of the rich and mighty, but they 
are nevertheless quite as startling and painful, and frequently quite as 
unexpected when they appear upon the outer walls of our banking and 
industrial institutions for the delectation of those strictly on the outside; 
and though we may read between the lines “ You have been weighed in 
the scales and found wanting,” very often the post-mortem shows that 
the hand which held the scale and which measured the balance was an 
unfair, trembling hand stricken with the palsy of panic. 

The undermining force of a disease is none the less dreadful because 
of the cures that are available; the devastation of an a army is 
not effaced by the bravery of one’s own soldiers in eventually driving 
the invaders from the land; nor are the pangs of sin entirely stilled 
because we have found religious comfort and hope for forgiveness. 
Better by far, had the physician kept the disease from us, the soldier 
repelled an attempted invasion, the religious instructor taught us to ever 
walk in the paths of righteousness and shun sin. However, pestilence 
does not now stalk abroad; unrighteousness is not particularly popular; 
there is no threatened invasion of our blessed land. But the monster 
Panic, rising from the most unexpected places spitting germs which 
appear to inoculate all, uncombatable, uncontrollable, from this do we 
shake with fear. And for this dreaded disorder, do we offer Accountancy, 
a Panic Prophylactic. | : : 

Consider the effectiveness of endeavors of the bank president facing a 
line of depositors surging around the wrong window, this president 
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assuring these depositors of the solvency of his bank, even though his 
neighbor on the right and his neighbor across the way have been obliged 
to close their doors; and then consider this same bank president appear- 
ing before these depositors holding aloft a banner inscribed with the 
two magic words “ACCOUNTANT—CERTIFIED,” supporting his 
assurance of the solvency of the bank with the statement a a properly 
accredited accountant, showing that a recent examination made by this 
accountant discloses a stated amount of actual cash on hand, loans in 
sums from $1,000 to $50,000 made to some %,000 merchants, all of whom 
are in good standing, all of whom have filed sworn statements of their 
affairs with the bank, and in no case have these loans been beyond an 
amount which the statement and the standing of the merchant would 
justify, That the loans which the bank has made on securities were upon 
securities of a preferred class which had not been subject to violent 
fluctuation within the year, and which were safely margined, and that 
such loans amount to a stated sum. 

Consider the very careful and conscientious meditation of any execu- 
tive officer who knew that his actions would be reviewed and a report 
made to all interested by the impartial and unbiased accountant. Con- 
sider the value to the institution whether financial or commercial, of the 
varied experience and the independent criticism of the independent 
accountant. Consider the ready acceptance by the public of the statements 
issued by the independent accountant, and I believe that you will agree 
with the suggestion that accountancy can and will prevent financial panic. 

In making this bold claim for accountancy, we do so with more con- 
fidence in our ability to undertake the great work which will come to us, 
than we have before had. Some six or seven years ago the accountant 
may have felt that the onward strides of commerce and finance were get- 
ting beyond him; he recognized that the coming generation of accountants 
would need better than he had; he recognized that there was need for a 
strong professional school, and for a strong leader. His anxiety on this 
point is gone, for such a school now exists, and is known as the School of 
Commerce, Accounts and Finance of the New York University, and such 
a leader is now at the head of the school—I refer to Dean Joseph French 
Johnson. To this school have come, and around the standard of this 
leader have gathered students of chdracter and intelligence, honest, 
earnest, eager and capable upon graduation, to accept the responsibility as 
accountants which we feel satisfied an ever increasing demand will 
impose upon them. 

May the banner of accountancy long wave, upheld by graduates of our 
beloved school, supported by the zeal and fervor of the accountant, and 
spurred to noble work by the ever growing confidence of the public who 
shall grant proper recognition, and freely believe and acknowledge the 
force of accountancy as a Panic Prophylactic. 
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Book Department. 


THE CAUSE AND EXTENT OF THE RECENT INDUSTRIAL PROGRESS 
( F GERMANY, by Earl Dean Howard, Ph. D., Harz, Schaffner, and 
Marx Prize Essays. Houghton, Mifflin & Co. 1907, 147 pp. Price $1.00 


Dr Howard has divided his book into two parts, the first treating of 
the extent and the second of the causes of Germany’s industrial progress. 

He introduces Part One by a brief discourse upon industrial progress 
in general, and after giving the economic conditions in Germany before 
1871, and the progress of the country since then, he concludes the first 
section by a review and some statistics of the various industries, drawn 
from numerous German texts. 

The writer states that the causes of this recent progress are found 
in the Germans themselves, a law abiding people, remarkable for physical 
vigor, and capacity to organize and coéperate. The German merchant and 
manufacturer goes at his business in a systematic and thorough way, hav- 
ing spent considerable time in learning the languages and business customs 
of his prospective customers, and adopting their methods after investi- 
gating them at first hand. Another reason for Germany’s progress is her 
thorough system of industrial and commercial education. There is a 
special class of schools for each “ Stand” ; the higher schools for the man- 
agers and entrepreneurs, a middle school for the assistants, and lower 
schools for the skilled workmen. The writer reviews the work done by 
all other schools as well, and devotes a number of pages to the curricula of 
the industrial and commercial schools. 

In the chapter on “ The German Workingman,” he takes a very opti- 
mistic view of present conditions, much more optimistic than some of the 
German writers, and more optimistic than the average German working- 
man himself. He dwells upon the increase in wages in all industries since 
1871, and the reduction in the number of hours’ work per day. He states 
that wages have kept comparatively above the price of living. In spite 
of the settled condition of things and the lack of opportunity for the work- 
ingman to rise above his class, he sees a very bright side in the working- 
man’s “ philosophy of life, in his protection against sickness and accidents 
by state insurance laws and factory legislation, in his frugality and con- 
tentment, and lastly, in his sobriety compared with other European nations. 

In conclusion, Dr. Howard states that the greatest problem of Germany 
to-day has to do with is the increasing population. He points out the 
importance of extending her foreign commerce, and the dangers attending 
the modern views of other countries, especially Great Britain, on free 
trade. Emigration he considers the only solution when Germany can no 
longer support the population at home. In closing, the writer says: 
“ Probably we can put down as one of the most fundamental and important 
causes of the present prosperity of the German Nation, the close relations 
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which exist in that country between science and practical affairs. The 
German university professors are not only officers of the government, but 
their advice and assistance is often asked for by any of the governmental 
departments when the subject falls under their special province. When 
men like Professor Adolph Wagner have a hand in draughting legislations 
dealing with taxations and state finance, it goes without saying that such 
legislation will have a scientific character that distinguishes it broadly 
from legislation drawn up by practical politicians.” L.G. 


AMERICAN BUSINESS ENTERPRISE, by Douglass Knoop. Gartside 
Reports on Commerce and Industry, Publications of the University 
of Manchester, England; 1907, 


This book was written by Mr. Douglass Knoop after a nine months’ 
visit to the United States and Canada. He made no attempt to investi- 
gate the conditions of any particular industry, but confined himself to the 
more general points of interest. 

The book is free from technicalities, and as it was written for the Eng- 
lish public, this non-technical characteristic will be a heavy asset. The 
author has divided his subject into two major parts, the first being largely 
descriptive} the second, analytical. 

Among the causes to which are attributed the success of American busi- 
ness enterprise are the comparative equality of opportunities, the absence 
of class distinctions, and the importance attached to higher commercial 
education in the United States. As illustrative of the last cause, Mr. 
Knoop describes at some length the course offered by the New York Uni- 
versity School of Commerce, Accounts and Finance. He especially recom- 
mends the practical character of the work, and contrasts it favorably with 
the attempt of English universities along similar lines. The author pays 
particular attention to the stress put upon accounting at the New York 
University, mentioning with evident surprise “that more than a dozen 
courses are offered in this subject alone.” 

A book upon American conditions meant for the general English public 
could hardly be expected to contain much that would be new to the Ameri- 
can student, but the value in such works lies in the opportunity it gives 
the American reader to learn what facts in his civilization are unique from 
the foreign critic’s point of view. At the same time, much light is thrown 
upon foreign conditions by the contrasts and examples offered by the writer 
in explaining American business or other relations. Furthermore, a book 
of this kind written by a foreigner may be more instructive to the American 
than one written by a native, the latter too often assuming a knowledge 
of elementary facts and conditions concerning his own countrymen which 
does not exist. Thus Mr. Knoop is struck by the extensive use of the 
telephone and other electrical appliances, such as the ticker, for the distri- 
bution of news. As examples of labor saving methods in the office are 
cited the use of filing systems, of card catalogues for indexing, of the 
grouping arrangement for the head officers’ desks, and the universal 
employment of stenographers and typewriters, recognizing “that minute 
division of labor is as economical in commerce as in industry.” 
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In describing our system of industrial finance, the American reader 
learns that stock watering is not confined to American methods. “In 
England the plant is overvalued, an excessive sum is allowed for goodwill, 
etc., and the undertaking is capitalized accordingly.” Shares are sold. The 
original owners slide out and what happens in the future is of little con- 
cern. “The general public who bought ordinary shares at par, on strength 
of the dividends promised in the prospectus, have practically been 
swindled by the promoters.” Res Gotseway. 
STRAIGHT TALKS ON BUSINESS. William Gamble. Philadelphia, 1907. 
Pages 230. 


Several writers lately have found a field which they think worth culti- 
vating in short essays on the general principles of success in business, 
somewhat after the style of Samuel Smiles’ “Self Help” which was so 
popular fifty years ago. Such books at the worst do no harm; at the best 
they may here and there implant new ideas or a stimulating purpose in 
the minds of some of their readers. The book before us is rather better 
than the average. 


HOW TO INVEST YOUR SAVINGS. Isaac F. Marcosson. Henry Altemus 
Company, Philadelphia. 1907. Pages 120. 


This little book is based on articles which appeared in the Saturday 
Evening Post of Philadelphia, entitled “ Your Savings.” The author says 
that the wide interest these articles aroused among investors all over the 
country encouraged him to present them in a more permanent form. The 
chapters deal with such subjects as “ Different Classes of Bonds,” “ Real 
Estate Mortgages as Investments,” “Investments for Women,” “ Glossary 
of Financial Terms,” and so on. The book is in fact a primer of finance. 
It is well written, clear and, so far as it goes, accurate. Many business 
men who are not familiar with financial terms will find it worth reading. 


ETHICS AND PRINCIPLES OF SALESMANSHIP. Benjamin F. Emery, 
Philadelphia. 1905. Pages 131. 


Salesmanship is such a general and disorganized subject that it is 
difficult for any writer to steer his way between a vague generalization on 
one side and mere re-hashing of obvious details on the other side. The book 
before us takes the first named alternative. It deals very largely with the 
essentials of character, and with the moral defects, such as boastfulness, 
) dissipation, and so on, which unfit a man for successful salesmanship. Good 

advice of this kind is no doubt valuable, but it is not what most salesmen 
want. The book does not contain a discussion of those principles of 
psychology and expression, which might prove of genuine practical use. 





Current Magazine Articles. 


The periodical literature of business is enormous in volume, but not impressive in 
quality. Too much of itis mere gossip or disguised advertising or superficial re- 
hash of what sensible business men already know. But among the chaff there are 
always a few grains of wheat which ought not to be allowed to go to waste. It is 
the purpose of this department to pick out and summarize some of the articles that 
are worth attention. As no one man could possibly cover the whole field, the editor 
will be grateful to anyone who will take the trouble to call his attention to articles 
that have been found useful. 





Two Inventions. 


Office Appliances for January, 1908, describes two new machines that 
are worth noting by accountants and business men generally. The first 
is a new typewriter-telegraph machine which will enable telegrams to be 
handled, it is claimed, with greater economy and dispatch: 


The person manipulating the machine requires no knowledge of teleg- 
raphy. When a letter is struck the character it represents is perforated in 
dots and dashes on a piece of tape. At the end of the line where an 
ordinary typewriter carriage must be pulled back and braced, two keys 
respectively are struck on the perforating machine which place on the 
tape the characters necessary to bring the desired results on the type- 
writer at the receiving end. This is supposed to produce an exact 
counterpart of a typewritten message. 

As the tape is perforated it is taken from the machine and passed 
through the transmitter, whose speed is governed by an attendant and can 
be regulated at will. But this machine makes the requirements that the 
operator be an expert typist, as mistakes cannot be rectified. 

As the tape comes from the perforating machine it is placed in the 
transmitter, where needles trace the holes in the paper and convey elec- 
trical flashes to the receiving typewriter at the other end of the wire. At 
the receiving end the only attendant is a boy who watches the printed 
messages and inserts blank paper at the end of each message. 


The other machine is a new combination calculator invented by A. S. 
Dennis of Cleveland, Ohio, which performs all arithmetical operations 
and can be attached to an ordinary typewriter. 


Of course, the machine accomplishes all the arithmetical processes 
itself, entirely independent of the typewriter, but the typewriter enables 
it to write along with the figuration or mathematical calculation, combin- 
ing two functions. On this one point the inventor seems to have struck 
a responsive chord; for there are many calculating machines on the 
market at the present time, but only a very few combine these two 
propositions. Thus, the typewriter attachment makes the “Calculus” 
valuable and gives it a wider working basis. 

Now amounts are listed on adding machines and the results are obtained 
instantly, but it is not possible to write anything opposite the amounts 
listed. With the Dennis Machine, however, this can be done, the amounts 
can be added and the sum total copied on the paper. The total of the 
amounts written on the typewriter shows itself in the machine and simply 
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has to be transferred on the typewriter again. In making this transfer it 
is impossible to make a mistake, according to the inventor, for, as he 
says, the machine does not clear itself unless the figures are copied 
correctly. 





Office Organization in England. 


The Incorporated Accountants’ Journal for January contains a paper 
on “Office Organization” by Mr. F. Hargreaves, Incorporated Account- 
ant, which throws many interesting side-lights on English business and 
accounting methods. Mr. Hargreaves says among other things: 


Of late years our country has been exploited by a number of Ameri- 
can firms, who set themselves up as office organization experts, and they 
bring to us an idea which is thought to be entirely new, and they make this 
system the basis of all their organization. I refer to the division of all 
detail into separate loose units and records, and they speak of it as the 
card index system. 

And let me say here that the representatives I have met on various 
occasions have been exceptionally smart men, and there are those in our 
country who, from their contact with these few representatives of Ameri- 
can firms, draw the conclusion that the American business man is the 
superior of the English; but this I do not admit, for it must be remem- 
bered that a man who is chosen by a firm across the Atlantic to come 
here and represent them in order to open up new business, is of necessity 
the smartest man they can get hold of; hence we see here the pick of the 
American commercial men rather than the average. 

The card expert would have you use his cards for all and every pur- 
pose under the sun, but I find from practical experience that they are not 
always the most convenient way of keeping records. Without doubt, 
however, given proper consideration and thought, for many purposes of 
office organization cards may be made extremely useful. 

Card ledgers have their uses, and for very small concerns, say where 
the numbers of accounts does not exceed 300 or 400 in all, they are very 
useful. I have personally had in use, for upwards of three years, a card 
ledger in my own office, and have certainly found it preferable to a 
bound book. ° 

Cards can also be used for keeping records of stock and papers and 
other matters which are put away and only used occasionally, and whose 
whereabouts are very often forgotten, unless a definite note is made. 
There is no simpler way of keeping these notes than by the card system. 

“The Tickler” is an American name for a diary composed of cards 
which can be arranged at will, and which are used as a daily reminder. 

With the large increase in the use of the typewriter, and its convenience 
for manifolding, it is becoming more and more the custom for manifold 
or carbon copies of the outgoing correspondence to be taken, and for 
these to be filed with the incoming correspondence, so that original letters 
and replies will come together, and so be convenient for reference. In 
addition, the troublesome, and oft-times smudgy, method of the copying 
press may be dispensed with. Another advantage of the carbon copying 
letters is the use that can be made of different tinted papers for different 
matters in an office, or different classes of correspondence. The office 
boy who files these letters away thus knows at once the file on which they 
must be put. 

When correspondence is extensive, and quick and easy reference to 
letters is an important factor, a system of cabinet files has of recent 
years come largely into use. 

A further development in the filing of correspondence is that known by 
the name of vertical filing. The essential principle being a separate file 
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or place for every person or firm, in the same way as we have a separate 
place in the ledger for every person or firm. 

The Perpetual Ledger derives its name from the fact that the book 
contains a continuous record for a very long period, the back being sub- 
stantially made, and the leaves being added to or taken away singly. It is 
another form of the card system, with this difference, that the units can be 
bound together firmly as in a book, and yet at any time a single unit can, 
if required, be quickly removed. 

The system of loose leaf books is rapidly coming to the fore, and 
almost every stationer’s window now contains samples of various kinds of 
loose leaf books, from the simple and cheap pocket book to the elaborate 
and expenive loose leaf ledger. The use of the loose leaf book in America 
has increased by leaps and bounds, and magazines are devoted to the 
explanation of its methods and uses, whereas in England, where we are 
more conservative and hesitate to change from the “ills we know” to 
those “ we wot not of,” its adoption is far more gradual; but I think when 
the members of our profession become more fully alive to its uses and 
advantages, and are able to recommend impartially, in contradistinction 
to the salesman who is interested in selling his wares, then it will not be 
long before the loose leaf principle will be applied in almost every office 
and works. 





Interstate Commerce Accounts. 


The Electric Railway Review for January 11, 1908, prints an abstract of 
an address by Professor Henry C. Adams, in charge of Statistics and 
Accounts, Interstate Commerce Commission, before the Association of 
American Government Accountants last October. Professor Adams says 
among other things: 


May I ask your attention to the particular points held in mind in for- 
mulating the system of accounts which the Interstate Commerce Commis- 
sion has seen fit to promulgate? And of those, two are, I think, of 
paramount importance. 

First—It is absolutely essential that a carrier should show, month by 
month, and year by year, the true net revenue; and, 

Second—It is absolutely essential that the corporate assets and cor- 
porate liabilities shall be accurately, fully and clearly stated. 

The first of these, the determination of the net revenue, is the kernel 
of operating accounts, as they are termed; the latter, the correct deter- 
mination of the assets, is the significant feature of the balance sheet. 
The commission, during the first year of the enforcement of this act, has 
prescribed the operating accounts. It is these that went into effect 
beginning July 1. 

The capital accounts, that is, the classification of assets and liabilities 
essential for the determination of the correct balance sheet, is the con- 
structive work that yet lies before the commission during the coming 

ear. 

6 The present system of accounting differs from the system of account- 
ing that existed prior to July 1, speaking generally, in two important par- 
ticulars. There was, in the old system of accounts, no formal deprecia- 
tion account, nor was there any formal classification of additions and 
betterments. Now, it is by means of these two, the depreciation account, 
which is a primary account in operating expenses on the one hand, and a 
strict definition of what is an addition and what is a betterment on the 
other, that it is hoped to guarantee to the investing public that the net 
revenue that is stated from time to time shall be the true net revenue. 

You will appreciate the significance of the depreciation account if I 
call attention to the ease with which an erroneous net revenue may be 
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stated by a disregard of depreciation. Of course, the net revenue is the 
difference between the gross revenue and the operating expenses, the 
operating expenses being the technical name for what sometimes is called 
the cost of performing the service. Now, it is a well-established principle 
in manufacturing accounting, and, indeed, in sound accounting every- 
where, that the wear and tear of the plant during the time that it is pro- 
ducing revenue shall be included in the cost before arriving at the full 
cost of producing that revenue. The depreciation account, therefore, aims 
by an orderly, regular method, and by a method which separates the 
depreciation charges from all the other charges included in operating 
expenses, and further by a method that permits of easy test as to whether 
the charge is too great or too light—I say that this depreciation account 
insists that there shall be put into operating expenses, month by month, 
and year by year, an amount equal to the wear of the property during that 
time. 

There is another way in which the net revenue may be misstated. It 
may be that in especially prosperous times the manager of a railway 
desires to make certain improvements, and yet does not care to show that 
those improvements are made, nor does he care to borrow the money 
with which to make them. He issues an order that those improvements 
be made and called operating expenses chargeable to maintenance. Now, 
they are not maintenance charges. In order to guard against the under- 
statement of the net revenue, which is just as bad as the overstatement 
of the net revenue, there is being worked out a careful classification of 
additions and betterments, the design being to draw a clean-cut line 
between what is the cost to operate and maintain the property and what 
does, in reality, better the property. It is not suggested that that better- 
ment must be capitalized. That is a matter which certainly lies within 
the right of the board of directors to determine. 

The solution of the problem requires that three somewhat divergent 
results must be attained through the agency of a single set of operating 
expense accounts. 

It must, in the first place, be possible to combine the revenue and 
expense accounts of the several carriers without danger of duplication or 
omission. It must, in the second place, be possible to determine the cost 
of maintaining the property represented by the capital investment of a 
carrier, quite independently of the question of the revenue that accrues 
from the operation of the property. It must, in the third place,-be possible 
to assign to the traffic revenue of each carrier the expenses incurred for 
earning that revenue. Any one of these requirements could easily be met, 
but it is a difficult accounting problem to make use of the operating ex- 
pense account in such a manner as to realize all three of these results. 
The interstate commerce commission accounting system aims to do this 
by means of joint facilities, debit and credit accounts, the principle of 
which is to permit the owning company to charge all expenses in its 
primary accounts, and to bill foreign carriers for their proportion of 
such charges. ’ 

The question of the balance sheet, as also the analysis of the property 
accounts, and the rules by which the property accounts should be kept, are 
the questions which will claim the attention of the interstate commerce 
commission during the current year. 








Legal Department. 


Conducted by ALEXANDER MCCLINCHIE, of the New York Bar. 





The purpose of this department is to present from month to month short, critical 
summaries of recent decisions, which affect accountants, and to furnish accurate 
information on legal questions. Inquiries from our readers will be welcome and 
will receive prompt attention. 
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Decisions of Interest. 













Banking. In New York, the Court of Appeals recently rendered the 
decision in the case of Leo Schlesinger, as receiver of the Federal Bank 
of New York vs. Ludwig Lehmaier, to the effect that when a bank pur- 
chases negotiable paper for value and before maturity, without knowledge _ 
of its usurious character, the defense of usury is not available against the 
bank; but when the bank takes the paper with knowledge that the paper is 
usurious, it is not protected. In rendering this decision, the Court held 
that the bank purchasing before maturity is in the position of an inno- 
cent purchaser for value without notice, and according to the Negotiable ; 
Instrument Law, a bona fide purchaser takes a note free from the defense 
of usury which would have availed between the two original parties. 
Bills and Notes. A represented to the plaintiff that B, a third party 
entirely ignorant of the transaction, had certain stock for sale. The | 
plaintiff desiring to purchase such stock drew a check payable to B’s q 
order, and delivered the same to A. A indorsed the check in B’s name to 
the defendant bank, a bona fide purchaser. The defendent collected the 
amount from the plaintiff's bank, which the plaintiff now seeks to recover. ; 
Held, the defendent was not entitled to proceeds of check. The check 
in question was not payable to a fictitious payee, but to B, a person in 
being. Therefore A’s indorsement was a forgery, and could pass no title. 
Liability of National Bank Directors for Misrepresentation. <A suit 
was brought by the plaintiff against the director of a National bank 
who had participated in an annual report as to the financial condition 
of the bank. In this report various false statements were published, and 
the plaintiff, acting upon such statements, had suffered damage. The 
Court held that the director was not liable unless he was aware of the 
falsity of such report. 
Former decisions have held that a director is bound at his peril to 
know the truth of the statements to which he subscribes, and that 
negligence on his part is no defense; but according to this latest decision, 
scienter must be proved to maintain an action. 
Embezzlement of Agent. An agent of an insurance company was work- 
ing on a commission basis, with the understanding that he should deduct 
his commission from the gross proceeds. He converted all the proceeds 
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to his own use, and the court found him guilty of embezzlement. (Com- 
monwealth vs. Jacobs, 104 S. W. 345—Ky.) 

Former decisions held that an agent working under such conditions was 
a joint tenant of the whole amount collected, and that as such, he could 
not steal or embezzle the res. 

State Bonds. In South Carolina, negotiable state bonds were issued, 
with the statutory provision that all bonds redeemed should be destroyed. 
A certain bond was redeemed, but through negligence was neither can- 
celed nor destroyed. Stolen, it found its way into the hands of an innocent 
purchaser for value. 

Held, Mandamus lies against the State Treasurer to compel him to pay 
the bond a second time. 

Bankruptcy. A man assigned as security for a debt his wages to be 
earned subsequently in an existing employment. Shortly after, he secured 
his discharge in bankruptcy, but the former assignee still claimed the 
wages under the pre-existing agreement. 

Held, the assignment of future wages was a lien, preserved by Section 
67d of the Bankruptcy Act. Citizens’ Loan Association vs. Boston & 
Maine R. R. Co., 82 N. E. 606 ( Mass.) 





The Law of Usury as Applied to Negotiable Instruments. 


Usury has been defined as the corrupt agreement between the parties 
to a contract, by which more than lawful interest is to be paid for the 
loan or forbearance of money. There are certain banking customs which 
at first glance might seem to be tainted with usury, but which are only 
reasonable and legal; such as exacting interest upon commercial paper in 
advance, and charging a small fee or percentage, known as exchange, for 
transporting funds from one point of the country to another. 

A loan upon evidences of debt, where the compensation for the use of 
the money until the time when the debt shall fall due is deducted by the 
lender, at the time of making the loan, is a discount. Choses in action, 
such as bills of exchange, promissory notes, bonds and other evidences of 
indebtedness, are recognized as a sort of personal property in the hands of 
the owner, be he maker or obligor, and he is permitted to sell them just 
as he would sell any other chattel, for what they will bring; and such sale, 
at a discount much greater than that permitted in the case of a loan, will 
not render the transaction usurious. The sale must be actual, however, 
and not merely a ruse to cover a loan at an usurious rate of interest. In 
such a case, when negotiable paper is executed in good faith between the 
original parties, without usury, the payee may sell it at any price, and the 
purchaser may recover the full amount from any party legally liable, on the 
theory that the note is a personal chattel. 

The effect of usury upon the original contract varies with the juris- 
diction. The rulings fall into three classes, viz.: (1) that an usurious con- 
tract is void as to both principal and interest, (2) that it is void as to 
interest but valid as to principal, and (3) void only as to the usury; the 
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excess over the amount of principal and legal interest. In New York the 
first ruling holds; usury invalidates the contract for repayment, and no 
action will lie by the lender to recover even the principal; while the 
borrower, if he has paid excessive interest, may recover such excess. 

A negotiable instrument affected by usury between the original parties 
reaching the hands of a bona fide holder differs in effect according to the 
jurisdiction. In some states, a note void as between the original parties 
is void even in the hands of a bona fide holder. If it is merely avoidable, 
in the hands of an innocent purchaser for value before maturity it may 
be valid, unless the usury statute of the jurisdiction provides that such 
note shall be void, in which case the fact of the holder’s being a bona 
fide holder avails him nothing. In New York, according to the latest 
decisions, it would seem that usury is a personal defense merely, and not 
good against an innocent purchaser for value. 

If commercial paper is valid at its inception, no subsequent usurious 
indorsement can taint it with usury, for the subsequent usurious indorse- 
ment should be considered a separate transaction independent of the valid 
original contract. In such a case, ordinarily an indorsee may recover of 
his indorser the amount paid for the commercial paper, but the indorsee 
may recover of the maker only the face value of the paper with legal 
interest. The indorsee who buys a note at less than its face value can 
recover against the endorsee no more than the sum for which he bought 
the note. A promissory note not originally usurious cannot be made so 
by an agreement for an extension, subsequently entered into, in considera- 
tion of a payment of, or a promise to pay, usurious interest. 

Coming to the question of accommodation paper, if a piece of commer- 
cial paper has no legal inception in that it was given purely for accom- 
modation no liability shall attach to either the maker or to an accommoda- 
tion indorser. To negotiate accommodation paper which had no inception 
prior to negotiation, at a greater rate of discount than the legal rate of in- 
terest, is usurious. It is a good defense to an action by an indorsee against 
the indorser of a note indorsed for the accommodation of the maker, that 
the indorsee received the note as security for the performance of an 
usurious contract between him and the maker. Nevertheless, where an 
indorser of a note has no interest in it, and makes no advance upon it, the 
fact of his making a charge for his indorsement will not render the note 
usurious in the hands of a purchaser for value from the maker. 

The burden of showing that the agreement was for an illegal rate of 
interest is always on the defendant; the presumption is always that the 
transaction was according to law, and he who sets up as defense that the 
instrument was usurious, must establish the facts with reasonable certainty. 


M. H. FisHer. 
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C. P. A. Question Department. 


Conpuctep By Leo GrEENDLINGER, B. C. S. 


Criticism and exchange of ideas will clear many a doubt and at the same time improve 
shortcomings. To solve, compare, and criticise C. P. A. problems, and thereby to aid in 
bringing about a uniform American standard for C. P. A. examinations, is the object of 
this department. With the aid of suggestions and criticism from the professional brethren, 
itgcan undoubtedly be achieved. Inquiries will be cheerfully answered. 

Following are the second, third and eighth problems in Practical 
Accounting, set by the State Board of Accountancy of the State of 
Washington, in the September, 1907, examination, with solutions. 


QUESTION 2. 


On December 31, 1906, the Trial Balance of the Mukilteo Shipbuilding 
Company was as follows: 


PE Vise daknasxoadeawase $300,000.00 
EN 5s taaed sowatadeaen rade 158,000.00 
EE 6 snide weg wachuehe.ca Won’ 847,500.00 
EE bas athnaee 66 66 note eek ade 50,000.00 
EE divihnstengedieeds as bobcns aes 40,474.20 
Discoumt enrmed .........0200006 $10,120.37 
Discount allowed .......-.;e%0s. 5,600.14 
Interest—general ................ 3,300.20 
Insurance paid in advance ...... 3,030.89 
SE SEE aainaaddes +00 75,871.38 
Depreciation reserve ............ 58,272.00 
SS EE SOOPER 1,000,000.00 
iy) eee 500,000.00 
NN a ie aa cn wah wil 1,371,491.17 
Accounts receivable ............. 156,028.75 


Inventory of raw materials and 
work in progress Dec. 31, 1905, 184,567.39 
Operating, maintenance and Gen- 


Se MED, é.o50s ¢aviintsbabars 709,988.65 
ED nk 5 br bemwesaboakon 25,000.00 
RE Sede ni cece cckancbeees 691,985.47 
Bond interest (one-half year to 

| y < 4 pee 2,000.00 
Taxes accrued (estimated)...... 5,300.00 
ee NEE ho kadlnas onccieciess 35,000.00 
Accrued interest on bills payable. . 900.27 
First mortgage bonds (4%)...... 100,000.00 
TEE sencdsabectendecdsondsns 26,520.50 





$3,183,475.69  $3,183,475-60 

The inventory of raw materials and work in progress on December 31, 
1906, is valued at $309,062.05. Before the books are finally closed it is 
determined to (a) make a reserve of %% of $140,000 of the accounts 
receivable to provide for possible bad and doubtful accounts, (b) add 
$1,000 to the taxes accrued (estimated) account, (c) carry to depreciation 
reserve account a further sum of $5,000. Interest on the bonds to 
December 31st is also to be provided for. 

It is found that bona fide renewals of equipment, costing $17,500, have 
been charged to operating expense; that repairs to equipment, amounting 
to $6,000, have been charged to equipment account; that $1,500, proceeds 
of old machinery sold, have been credited to sales account; and that a 
bill of $1,560.25 for raw materials received and used, has not been entered 
on the books. These items are to be taken into account before the books 
are closed. Three per cent. of the net profits for the year is then to be 
reserved for special compensation to management. 

Make journal entries to give effect to the various adjustments above 
described, and prepare balance sheet and profit and loss account as they 


will finally appear. 
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QUESTION 3. 

A. is the owner of a business with property valued as follows: 

Real estate and buildings ...................-0.000: $100,000 
Machinery and tools .............cceeeeeeeeeeeeees 79,000 
i ae is ek esha bee santas 93,500 

A., B., C., D., and E. organize a corporation (F) with an authorized 
capital of $350,000, divided into 3,500 shares of $100 each, under the 
following conditions: ' 

A. receives 2,725 fully paid shares for his property as above. 

B. subscribes for 100 shares. 

C. subscribes for 100 shares. 

D. subscribes for 100 shares. 

E. subscribes for 125 shares. 

100 shares are placed in the treasury for future disposition, and 50 
shares for fully paid stock are given to each incorporator for the cash 
payment of 10% of par value, in consideration of services in the organiza- 
tion of the company. Each incorporator then donates 30 shares to the 
company for sale to provide working capital. 

Draft the necessary opening entries for Corporation F., giving effect 
to the above transactions, and prepare resulting trial balance. 

QUESTION 8. 

You are instructed to prepare the statement of affairs of John Smith 

as at August 31, 1907. Following are the particulars: 


SEY scp cibnineae eGke 44565005006 £4 oA 0 0008 $4,000 
iin nahn wiped sndsbdted eect én ot-éensivee 3,500 
as ec ka ans chinese duce chunses 15,000 
cia ce sus pata nckedbasesencbawedens 1,000 
PAROS FOCI oon dc ccccsccccnccccccesccticcesce 2,800 
OD icc wccdecssbecenebesscdccecces 500 
Real estate and improvements ...............-...00% 5,000 
EE ge hc onal ba din vb sds ke bao neSadsassaocbicas 7,000 


Smith has other merchandise to the amount of $5,000, in addition to 
the $7,000 above stated, $1,200 of which is held by the bank as security for 
the overdraft, and $3,800 by Wm. Jones as security for his loan. Jones 
also holds a first mortgage on the real estate and improvements. Of the 
accounts receivable, $300 are considered bad, and $250 are expected to 
realize 50% of their face value. These items must be properly dealt with, 
and the deficiency shown. SOLUTION 2. 


JOURNAL OF THE MUKILTEO SHIPBUILDING COMPANY. 
ADJUSTMENT ENTRIES. 
WIG ooo cc cc ctznn cards taninesspecsoessecant $17,500.00 
To Operating, Maintenance and General Expenses...... $17,500.00 
To transfer and adjust bona fide renewals 
of equipment, having been charged to 
operating expenses, to equipment account. 
Operating, Maintenance and General Expenses.... $6,000.00 
Be ED cca cuadsrakssrecedhg bubbendekness coenese $6,000.00 
To transfer and adjust this amount charged 
to equipment, yet constituting only repairs 
to equipment, but no increase. 
Fee I oo in cth ain cainehate vhs ds dens ines. onscens 
To transfer this sum constituting a sale of 
a machinery, charged erroneously among 
sales. 
Raw Materials (purchases)..............eeeeeees $1,560.25 
FO Se SD Sod 00des dapetceseccecccseicces $1,560.25 
Constituting a charge for raw materials 
bought, but which, by oversight, have not 
been entered on the books. 
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SOLUTION 3. 


JOURNAL OF THE F. COMPANY. 

The F. Company, a corporation duly organized under the laws of the 
State of Washington, with an AUTHORIZED CAPITAL of $350,000.00, 
divided into 3,500 shares of $100 each. 

. pee 


a | 


pS OF oe Renin $42,500.00 
For their respective subscriptions to the 
capital stock of the Co., viz.: B., C., and 

1 D., 100 shares each, and E., 125 shares. 

PORE, cb cecttacCudiséneccesrnnicdeaeneee $42,500.00 

| I I o.n6.nsnteksadnebedeinnetsi+snnsenesis 42,500.00 

For 425 shares of capital stock issued to 

subscribers in accordance with subscrip- 









tion. 
Real estate and buildings .............cccccccees $100,000.00 
ee Ms 5 iis 5 dda d ee bua eae eens 79,000.00 
SE I Aen chid dents ectsvcenedscustabaes 93,500.00 
tT el a CED. cca cud sicdainnctedaitinhadenaxeaeiin 272,500.00 


| For the surrender to this Co., by vendor 
1 his right, title and interest in the above 
mentioned assets. 
Bi CE nr ka Mi tecdchadacctckcanuncssbinake $272,500.00 
pO RR a er A 272,500.00 
For 2,725 shares of the capital stock, 
. issued to vendor in payment of the 
: assets transferred by him to this Co. 
CARTE GEG 6 0.0.50 occa cccnsckscsanecess 
ee Ge Be oo asks 0s bah dcetbcnscasduheseee 25,000.00 
250 shares of capital stock, fully paid 
up, are given to the incorporators (50 to 
each) for the cash payment of 10% of ? 
par value, in consideration of services in 
, the organization of the company. 
DORE COE és bib chnemsactcteedekdchssictas $15,000.00 
ee: EE ED nt cnccuntdendontacdhehtendichon’s 15,000.00 
150 shares of capital stock donated by 
the incorporators (each 30 shares) to the 
Co., for sale to provide working capital. 


TRIAL BALANCE OF THE F. COMPANY. 






ED, kn tunndmpenesane 93,500.00 














Sad nd ROM A aa a 





Machinery and tools ............ 79,000.00 
Real estate and buildings ....... 100,000.00 
ME SEE, icc tea cececs duces 15,000.00 
Organization expenses .......... 22,500.00 
 t05 oi chadchas beet eheee 42,500.00 
B. $10,000 
C. 10,000 
D. 10,000 
E. 12,500 
Working capital ........scccccee $15,000.00 
i ee __ 340,000.00 


$355,000.00 $355,000.00 
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CoMMENTS. 


A glance at the above problems will at once reveal the difference in 
standard between the 1906 examination paper, part of which was given 
with solutions in the September number of THe JourNAL, and the present 
examination paper. There are, however, a few details in the make up of 
the problems which deserve comment. 

_ In the second problem the accounts in the Trial Balance are arranged 
in rather hap-hazard shape. It would be more desirable to have them 
arranged so as to facilitate the preparation of business and financial state- 
ments, viz.: Real Accounts, Nominal Accounts, Customers and Creditors, 
or some similar arrangement. 

_ In the third problem, the language, reading: “100 shares are placed 
in the treasury for future disposition . . . ,” and, “ Each incorporator 
then donates 30 shares,” etc., is misleading, especially when one considers 
that there is no class of stock so ill defined as “ Treasury Stock.” From 
the wording one would infer that the board acknowledges in this instance 
250 shares as treasury stock, which would not be consistent with modern 
accounting principles. 

In the eighth problem not all the facts are presented, resulting in the 
omission of the Deficiency Account, which account would be desirable in 
order to prove the accuracy of the Statement of Affairs. 

With regard to the solution of the second problem, the amounts 
appearing in the Profit and Loss Statement as well as in the Balance 
Sheet, are those arrived at after the adjustment entries are respectively 
added or subtracted. 

In solving the third problem no attention was paid to the stock put 
aside for future disposition, as it is merely unsubscribed stock. To quote 
Rahill on this: “It is clear that the amount of stock the incorporators or 
promoters reserve to be sold at some future time as the needs of the 
company may require is not an asset, but is issued against an asset; its 
issue involves the creation of a liability in proportion to the asset 
exchanged for it,” hence we cannot call it Treasury Stock. 

In the solution of the eighth problem no Deficiency Account is given 
for reasons mentioned above. 





A St. Paul subscriber submits the following hypothetical question as a 
fruitful topic for discussion: te 

“Two large jobbing houses in same line of business take inventory 
and close their books; one at the end of fiscal year as of July 31st, and the 
other as of December 31st. Each of them takes stock at a close market or 
replacement value. Now, in Jvly, 1907, the market was strong and pros- 
— were firm with rising prices, and the firm of A. B. & Co. closed their 

ooks showing a large inventory and a large gross profit. 

“When X. Y. & Z. took their inventory in December, the prospects 
were up in the air and the market on the decline; they, therefore, took 
stock on a conservative and low basis, closing their books at a smaller 
percentage of gross profit than normal. Is not this an argument for a 
perpetual inventory and that invoice price of merchandise shall hold good 
as long as on hand? ; ; 

“In some lines it is possible to mark the prime cost on each article, and 
when inventory is taken it must agree with the books; if a decided decline 
is encountered at any time, the total amount is charged off on the books 
and the cost price changed. I know that every firm is a law unto itself 
when it comes to pricing inventory, but what is the professional inter- 
pretation on the subject? In this particular illustration it seems to be a 
question of the time of stock taking; next year conditions might be 
reversed.” 





Any one familiar with C. P. A. examination papers will agree with 
this subscriber, that the “ Perpetual Inventory” is a fruitful topic for 
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debate. In an attempt to break the way for intelligent discussion, the 
editor of this department takes the liberty of quoting in substance an 
extract from a French pamphlet entitled, “The Four Principles of 
Commercial Accounting,” by E. Mansuy: 


THE PERPETUAL INVENTORY. 


For many merchants, especially retailers, the inventory is a compli- 
cated and cumbersome operation; so some of them welcome with favor 
the pretension advertised by different accountants, a short time after the 
promulgation of the commercial code, of perpetuating the inventory in 
such a manner that, after having taken it once, it would not any more be 
necessary to take it over. It would be a suppression pure and simple not 
only of the annual inventory prescribed by the law, but also of all 
periodical inventories. The manager of the house would not have any 
more to disturb himself about making an inventory of the situation every 
year, as prescribed by the code, nor every two years as ordered by the 
ordinance, nor any period more or less long; his accountant would avoid 
this tiresome task by keeping his books in such a manner that the 
inventory would come out perpetually from the daily records. 

In theory it would seem to give more than the law requires, since it 
furnishes, at every instant, the state of the situation, which is legally 
required not more often than yearly; in reality, however, it evades the 
law and suppresses the inventory. Because, there is no need to look into 
the claim in order to understand that it cannot be otherwise than false; 
it will suffice to be acquainted with the import of the words to know that 
inventory cannot be perpetual. Like all sophistry, the theory of the per- 
manent inventory is founded on the employment of false expressions of 
words distorted from their true meaning. We may sum up this theory, in 
the words of the theorist: 

“Except for the Merchandise Account, all the books of a commercial 
house continually establish the condition of its affairs. The accounts, as 
a whole, would represent therefore permanently the exact situation of 
the house if the Merchandise Account did not offer a regrettable irregular- 
ity. In effect, the incoming merchandise is entered at the purchase price, 
and the outgoing at the selling price, so that contrarily to that which has 
a place for other values, the balances of the merchandise accounts do not 
represent at all what remains in the warehouse. It is a unique anomaly 
that one is compelled to take an inventory of the merchandise, when one 
wants to know what is the condition of the business. We suppress this 
irregularity by establishing a Merchandise Account, whose balance rep- 
resents the value of the merchandise in the warehouse, the same as the 
balance of the cash account represents the value of the specie, the same 
way as the balance of the bills receivable represents the amount of the 
bills in the pocket-book, etc., etc., and since all the accounts represent 
exactly the importance of the interest in play, their aggregate sets off 
continually the condition of the business. 

“Summing up, what is the inventory? It is a statement of the active 
and passive. The accounts are constructed for the purpose of that show- 
ing and the Merchandise Account above would make an exception. Let 
us have it made regular, and then the whole of the accounts, the active 
and the passive will result in a permanent inventory.” 

This reasoning is entirely false. Firstly, because the balance of an 
account is not an inventory and cannot replace an inventory. Then, 
because the debits of accounts mentioning the active entries reveal only 
the value of the entry of these elements and there is nothing in the ordi- 
nary books which would reveal the variations of this value before going 
out; so that, except the Cash Account, all the accounts have need of 
being rectified periodically. There is but one commercial matter, the 
account or accounts of which would reveal exactly by their balance the 
exact value at every moment, namely, money. This is because money 
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does not change in value, being itself conventionally, the measure of that 
quality. But it does not result at all that the balance of the cash account 
may be considered as an inventory. The balance of an account results 
from a certain combination of the books; the inventory is an element 
establishing an entirely different result. 

Thus as an exception, the Cash Account alone presents, when it is 
exact, the balance equal to the amount which would represent an inven- 
tory; but the balance is not an inventory. 

This difference between a balance of an account and an inventory is 
so much easier to grasp when we reflect that the specie, the sole value of 
which the account shows certainly to exist, is precisely that material 
which we most often inventory. Is it not a veritable inventory which the 
cashier makes, when in the evening before leaving his office he counts 
carefully the money which he finds in his box; in the meantime he has 
his cash book, the balance of which would be able to tell him that, but 
this balance reveals to him that which should be in the box, while by 
counting his cash he verifies substantially the actual balance which is 
entirely different. Without the cash account, all the accounts, without 
any other exception, reveal only the value of the entry on the debit side, 
and as the value of things is a very variable quality, especially when they 
are in the trade, it results from it that their balances give an amount of 
this value which may turn out completely illusory after a certain time. 
Thus the accounts of my debtors show me the amount of that which is 
due me, but do not tell me at all about the quantity of this debit which 
may turn out irrecoverable on account of bad business. The accounts of 
values reveal that which has entered the house, but they do not reveal 
the diminution of value which these articles may have suffered after their 
entrance, by consequence of a multitude of circumstances. This alone is 
an inventory; it is the examination of articles one by one that will disclose 
the situation. If we add all the differences between the conditions pre- 
sented by the accounts, and the actual conditions which result daily from 
the modifications of the debit created, or in other words, add in an 
indirect manner the debit and credit interests, the rents, salaries of the 
employees, the commissions on business, on profits, etc., we understand 
how profound is the error into which those plunge who claim that the 
daily books may suffice to establish the complete standing of the business, 
by solely modifying the manner of keeping the merchandise account. 

But this modification of the Merchandise Account is itself an impossi- 
bility in a majority of cases, and in every case a singular illusion. 














